
1-

Received SEC

Marc 172009

MAR.17 2009

WashingnDC 2O54

Dear Mr Godfrey

This is in response to your letter dated February 25 2009 concerning the

shareholder proposal submitted to Pinnacle by the Laborers District Council and

Contractors Pension Fund of Ohio Our response is attached to the enclosed photocopy
of your correspondence By doing this we avoid having to recite or summarize the facts

set forth in the correspondence Copies of all of the correspondence also will be provided

to the proponent

In connection with this matter your attention is directed to the enclosure which

sets forth brief discussion of the Divisions informal procedures regarding Shareholder

proposals

Sincerely

Heather Maples

Senior Special Counsel

Enclosures

cc Kenny Holland

Trustee

Laborers District Council and

Contractors Pension Fund of Ohio

77 Dorchester Square

Westerville OH 43081-3351
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John Godfrey

Executive Vice President General

Counsel and Secretary

Pinnacle Entertainment Inc

3800 Howard Hughes Parkway
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DIVISION OF CORPORATION FINANCE
INFORMAL PROCEDURES REGARDING SHAREHOLDER PROPOSALS

The Division of Corporation Finance believes that its responsibility with respect to

matters arising under Rule 14a-8 CFR 240.14a-8 as with other matters under the proxy
rules is to aid those who must comply with the rule by offering informal advice and suggestions

and to determine initially whether or not it may be appropriate in particular matter to

recommend enforcement action to the Commission In Łonnection with shareholder proposal
under Rule 14a-8 the Divisions staff considers the infonnation furnished to it by the Company
in support of its intention to exclude the proposals from the Companys proxy materials as well

as any information furnished by the proponent or the proponents representative

Although Rule 14a-8k does not require any communications from shareholders to the

Commissions staff the staff will always consider infonnation concerning alleged viàlations of
the statutes administered by the Commission including argument as to whether or not activities

proposed to be taken would be violative of the statute or rule involved The receipt by the staff

of such information however should not be construed as changing the staffs informal

procedures and proxy review into formal or adversary procedure

It is important to note that the staffs and Commissions no-action responses to

Rule 14a-8j submissions reflect only informal views The determinations reached in these no-

action letters do not and cannot adjudicate the merits of companys position with respect to the

proposal Only court such as U.S District Court can decide whether company is obligated
to include shareholder proposals in its proxy materials Accordingly discretionary

determination not to recommend or take Commission enforcement action does not preclude

proponent or any shareholder of company from pursuing any rights he or she may have against

the company in court should the management omit the proposal from the companys proxy
material



March 17 2009

Response of the Office of Chief Counsel

Division of Corporation Finance

Re Pinnacle Entertainment Inc

Incoming letter dated February 25 2009

The proposal relates to succession planning

There appears to be some basis for your view that Pinnacle may exclude the

proposal under rule 14a-8e2 because Pinnacle received it after the deadline for

submitting proposals We note in particular your representation that Pinnacle received

the submission after this deadline Accordingly we will not recommend enforcement

action to the Commission if Pinnacle omits the proposal from its proxy materials in

reliance on rule 14a-8e2 In reaching this position we have not found it necessary to

address the alternative basis for omission upon with Pinnacle relies

We note that Pinnacle did not file its statement of objections to including the

proposal in its proxy materials at least 80 calendar days before the date on which it will

file definitive proxy materials as required by rule 14a-8jl Noting the circumstances

of the delay we grant Pinnacles request that the 80-day requirement be waived

Sincerely

Julie Bell

Attorney-Adviser
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PINNACLE

ENTERTAINMENT

VIA ELECTRONIC MAIL

sharehoderproposaIsdsea.sov

AND FEDERAL EXPRESS

February 25 2009

U.S Securities and Exchange Commission

Office of Chief Counsel

Division of Corporation Finance

100 Street N.E

Washington D.C 20549

3800 Howard Hughes Parkway Las Vegas NeVada 89169

702.784.7777 702.784.7778 www.pnkinc.com

Re Pinnacle Entertainment Inc

Securities Exchange Act of 1934 Rule 14a-8

Stockholder Proposal Submitted by the Laborers District Council and Contractors

Pension Fund of Ohio

Ladies and Gentlemen

Pinnacle Entertainment Inc Delaware corporation Pinnacle or the Company is

filing this letter to notify the U.S Securities and Exchange Commission the Commission that

Pinnacle intends to exclude from its proxy statement and form of proxy for its 2009 annual

meeting of stockholders collectively the 2009 Proxy Materials stockholder proposal and

supporting statement together the Proposal received on February 16 2009 from the

Laborers District Council and Contractors Pension Fund of Ohio the Proponent for the

reasons set forth below copy of the Proposal is attached hereto as Exhibit

Pinnacle hereby respectfully requests that the Staff of the Commissions Division of

Corporation Finance the Staff confirm that it will not recommend any enforcement action

against Pinnacle if it omits the Proposal from the 2009 Proxy Materials In accordance with Rule

14a-8j under the Securities Exchange Act of 1934 as amended enclosed are six copies of this

letter and its attachments As notice of Pinnacles intention to exclude the Proposal from the

2009 Proxy Materials copy of this letter and its attachment is also being mailed to the

Proponent and in accordance with the Proponents request to Jennifer OIell of the Laborers

International Union of North America Corporate Governance Project and to Kenny Holland of

the Laborers District Council and Contractors Pension Fund of Ohio

Pinnacle intends to file its definitive 2009 Proxy Materials with the Commission on or

about March 24 2009 As result of the Proposal being sent to Pinnacle on February 16 2009

this letter is being filed with the Commission later than eighty 80 calendar days before Pinnacle

intends to file its 2009 Proxy Materials with the Commission Pursuant to Rule 14a-8j good

cause exists for Pinnacle filing this letter latcr than the eighty 80 calendar days before Pinnacle



Securities and Exchange Commission

February 25 2009

files its 2009 Proxy Materials with the Commission because Pinnacle did not receive the

Proposal until after the 80-day deadline had passed As the Staff stated regarding Rule l4a-8j

in Section of Staff Legal Bulletin No 14B CF Sept 15 2004 most common basis

for the companys showing of good cause is that the proposal was not submitted timely and the

company did not receive the proposal until after the 80-day deadline had passed

BASES FOR EXCLUSION

Pinnacle believes that the Proposal may be excluded from the 2009 Proxy Materials in

reliance on Rule l4a-8e2 because Pinnacle received the Proposal at its principal

executive offices on February 16 2009 which was after the properly determined deadline of

December 17 2008 for receipt of stockholder proposals as set forth in Pinnacles proxy

statement for the prior year and Rule 4a-8i7 because the Proposal deals with matter

relating to Pinnacles ordinary business operations

THE PROPOSAL

The proposal requests that Pinnacle adopt and disclose CEO succession planning

policy Specifically the Proposal states

Resolved That the shareholders of Pinnacle Entertainment Inc Company hereby request

that the Board of Directors initiate the appropriate process to amend the Companys Corporate

Govemance Guidelines Guidelines to adopt and disclose written and detailed succession

planning policy including the following specific features

The Board of Directors will review the plan annually

The Board will develop criteria for the CEO position which will reflect the

Companys business strategy and will use formal assessment process to evaluate

candidates

The Board will indentify and develop internal candidates

The Board will begin non-emergency CEO succession planning at least years before

an expected transition and will maintain an emergency succession plan that is

reviewed annually

The Board will annually produce report on its succession plan to shareholders

DISCUSSION

The Proposal may be excluded under Rule 14a-8e2 because the Proposal

was not received by Pinnacle at its Principal Executive Offices Prior to the

Deadline

Rule 14a-8e2 provides that stockholder proposal submitted in connection

with regularly-scheduled annual meeting must be received at the companys principal

executive offices not less than 120 calendar days before the date of the companys proxy

statement released to shareholders in connection with the previous years annual

meeting Pinnacles proxy statement released to stockholders in connection with its
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2008 annual meeting the 2008 Proxy Statement was dated April 16 2008 In

accordance with Rule 14a-5e Pinnacle disclosed in the 2008 Proxy Statement the

deadline for receipt of stockholder proposals for its 2009 annual meeting Specifically

page 62 of Pinnacles 2008 Proxy Statement copy of which is attached hereto as

Exhibit 13 states the following in the second paragraph under the heading

STOCKHOLDER PROPOSALS FOR TI-IE NEXT ANNUAL MEETING

In order to be eligible for inclusion in the Companys proxy statement and proxy

card for the next annual meeting pursuant to Rule 14a-8 under the Exchange Act

stockholder proposals would have to be received by the Secretary of the Company

no later than December 17 2008 if the next annual meeting were held on or near

May 20 2009 In the event that the Company elects to hold its next annual

meeting more than 30 days before or after the anniversary of this Annual Meeting

such stockholder proposals would have to be received by the Company

reasonable time before the Company begins to print and send its proxy materials

Stockholder nominations of directors are not stockholder proposals within the

meaning of Rule 14a-8 and are not eligible for inclusion in the Companys proxy

statement

Rule 14a-8e2 provides that the calendar day advance receipt requirement does not

apply if the current annual meeting has been changed by more than 30 days from the date of the

prior years meeting Pinnacles 2008 annual meeting of stockholders was held on May 20
2008 Pinnacles 2009 annual meeting is scheduled to be held on May 2009 Accordingly the

date of the 2009 annual meeting has not been moved by more than 30 days from the date of the

2008 annual meeting and thus the proper deadline for stockholder proposals was December 17

2008 as disclosed in Pinnacles 2008 Proxy Statement

The Staff has strictly construed the Rule l4a-8e deadline and consistently concurred

with the exclusion of stockholder proposals pursuant to Rule 14a-8e2 on the basis that such

proposals were not timely submitted even if these proposals were received only few days after

the deadline See e.g Alcoa Inc available Feb 2009 City National Corp avail Jan 17

2008 and Too/sic Roll Industries Inc avail Jan 14 2008 In support of the Staffs

interpretation in the no-action letters listed above the Staff has stated that shareholders should

submit proposal well in advance of the deadline Division of Corporation Finance Staff

Legal Bulletin No 14 July 13 2001

The Proponent submitted its Proposal sixty-one 61 calendar days after the deadline of

December 17 2008 Because the failure to timely submit stockholder proposal is deficiency

that cannot be remedied Pinnacle has not provided the Proponent with the 14-day notice and

opportunity to cure under Rule 14a-8f1 As stated in Rule 14a-8fl company need not

provide proponent with such notice of deficiency if the deficiency cannot be remedied

such as if you fail to submit proposal by the companys properly determined deadline

Therefore Pinnacle is not required to send notice of deficiency to the Proponent under Rule

14a-8i1 for the Proposal to be excluded under Rule 14a-8e2
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The Proposal may be excluded under Rule 14a-8i7 because the Proposal

relates to Pinnacles ordinary business operations

Rule 14a-8i7 permits company to exclude stockholder proposal from its proxy

matetials if the proposal deals with matter relating to the companys ordinary business

operations For the reasons discussed below the Proposal is excludable from the 2009 Proxy

Materials under Rule 14a-8i7 because it deals with matters relating to Pinnacles ordinary

business operations specifically the management of the Pinnacles CEO succession policies and

practices

The Proposal is nearly identical to the proposals submitted in the following no-action

letters from the Staff American Capital Ltd avail Feb 2009 Citigroup Inc avail Feb

2009 and Whole Foods Market avail Nov 25 2008 In addition the Proposal is substantially

similarto other proposals with respect to CEO succession plans which were also subject to no-

action letters from the Staff Merrill Lynch avail Feb 12 2008 Bank ofAmerica Corp avail

Jan 2008 and Toll Brothers Inc avail Jan 2008 In each of the above-referenced no-

action letters the Staff has confirmed that the respective submitting companies may exclude

stockholder proposals regarding CEO succession plans from their annual meeting proxy

materials pursuant to Rule 14a-8i7 because the proposals relate to such companys ordinary

business operations

The policy rationale for the ordinary business exclusion was clarified by the Commission

in Exchange Act Release No 34-40018 May 21 1998 the 1998 Release In the 1998

Release the Commission summarized the principal considerations in the application of the

ordinary business exclusion and observed that the general underlying policy of the ordinary

business exclusion is consistent with the policy of most state corporate laws to confine the

resolution of ordinary business problems to management and the board of directors since it is

impracticable for shareholders to decide how to solve such problems at an annual shareholders

meeting In the 1998 Release the Commission stated that one of the two central

considerations underlying the ordinary business exclusion is that tasks are so

fundamental to managements ability to run company on day-to-day basis that they could not

as practical matter be subject to direct shareholder oversight The Commission provided

examples such as the management of the workforce such as the hiring promotion and

termination of employees The second consideration underlying the policy of the ordinary

business exception is the degree to which the proposal seeks to micro-manage the company by

probing too deeply into matters of complex nature upon which shareholders as group would

not be in position to make an informed judgment

Based upon the application of the foregoing policies the Proposal clearly falls within the

ordinary business exclusion CEO succession planning necessarily involves the management of

the Companys workforce and decisions regarding the hiring promotion and termination

decisions by the Companys board of directors Succession planning is essentially plan

regarding the promotion of employees and the placement of employees within Pinnacles

management structure Further by specifying that Pinnacles Board produce an annual report on

its succession plan the Proposal requests detailed infoniiation regarding features of the
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proposed succession planning and policy which is complex matter that stockholders cannot

effectively supervise

It is important to note that planning for and monitoring an executive succession plan

including CEO succession is an identified function of Pinnacles Corporate Governance

Guidelines adopted by Pinnacles Board of Directors the Guidelines that are publicly

available on Pinnacles corporate website The Guidelines provide that the Boards

responsibilities include the selection and evaluation of senior management and planning for

management succession reviewing the performance of the CEO periodically taking into

account among other things the CEOs individual performance and the performance of the

Company in meeting its business goals and reviewing annually with the CEO short-term and

long-term management succession plans including plans for interim succession in the event of

an unexpected occurrence Accordingly CEO succession planning is not an area in which the

Proponent is attempting to fill an existing void in corporate governance and business operations

On the contrary the Proponent would be actively interfering with ordinary business operations

CONCLUSION

Based on the foregoing Pinnacle hereby respectfully requests the Staffs concurrence that

it will not recommend any enforcement action against Pinnacle if it omits the Proposal from its

2009 Proxy Materials pursuant to Rule 14a-8e2 because the Proponent has submitted the

Proposal after the deadline for stockholder proposals and/or Rule 14a-8i7 because the

Proposal deals with matter that relates to Pinnacles ordinary business operations

Please direct any questions or comments regarding this request to the undersigned at

Pinnacle Entertainment Inc 3800 Howard 1-lughes Parkway Las Vegas NV 89169 telephone

702-784-7777 facsimile 702-784-7773

Sincerely

1ia
Jphn Godfrey

Executive Vice President General

Counsel and Secretary
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cc Mr Kenny Holland

Trustee

Laborers District Council and Contractors Pension Fund of Ohio

77 Dorchester Square

Westerville Ohio 43081-3351

Ms Jennifer ODell

Assistant Director

LIUNA Department of Corporate Affairs

905 16th Street NW
Washington DC 20006
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Ohio Laborers Fringe benefit Progranis

I.
OLLJC-OCA IWSLAWCE RU

ICSCS IttaQFI FUND OF OHIO

OHIO LAI3OIIFRS WtAIN1C PRFNTcEs1II IPIISI FIlM

01 01 OCA COOWAATIIX4 WtICTION mus1 WND
WORKING TO BENEFIT YOU

77 Uoicheski SiNOIP Wcsterv$ie Ohio 43081 P3351 614 S989OO6 800 2366437 Fax 614 806 91S OIIpcOni ee

Sent Via Fax 702-784-7778

February 162009

Mr John Godfrey

VP General Counsel and Corporate Secretay
Pinnacle Entertainment Inc

3800 Howard Hughes Parkway
Las Vegas NV 89169

Dear Mr Godfrey

On behalf of the Laborers District Council and Contractors Pension Fund of

Ohio Fund hereby submit the enclosed shareholder proposal Proposal for

inclusion in the PinnacJe Entertainment Inc Company proxy statement to be

circulated to Company shareholders in conjunction with the next annual meeting of

shareholders The Proposal is submitted under Rule 14a-S Proposals of Security

Holders of the 3.5 Securities and Exchange Commissions proxy regulations

The Fund Is the beneficial owner of approximately 1020 shares of the Companys
common stock which have been held continuously for more than year prior to this date

of submission The Proposal is submitted in order to promote governance system at the

Company that enables the Board and senior management to manage the Company for the

long-term Maximizing the Companys wealth generating capacity over the long-term

will best serve the interests of the Company shareholders and other important constituents

of the Company

The Fund intends to hold the shares through the date of the Companys next

annual meeting of shareholders The record holder of the stock will provide the

appropriate verification of the Funds beneficial ownership by separate letter Either the

undersigned or designated representative Will present
the Proposal for consideration at

the annual meeting of shareholders

if you have any questions or wish to discuss the Proposal please contact Ms
Jennifer ODell Assistant Director of the LIIJNA Department of Corporate Affairs at

202 942-2359 Copies of correspondence or request
for no-action letter should be

forwarded to Ms ODell in care of the Laborers international Union of North America

Corporate Governance Project 905 l6 Street NW Washington DC 20006
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Reeolved That the shareholders of Pinnacle Entertainment Inc tornpany
hereby request that the Board of Directors initiate the appropriate process to

amend the Companys Corporate Qovernance Guidelines Guidelines to adopt
and disclose written and detailed succession planning policy including the

following specific features

The Board of Directors will review the plan annually

The Board will develop criteria for the CEO position which will reflect the

Companys business strategy and will use formal assessment process to

evaluate candidates

The Board will identify and develop internal candidates
The Board will begin non-emergency CEO succession planning at least

years before an expected transition and will maintain an emergency
succession plan that is reviewed annually

The Board will annually produce report on its succession plan to

shareholders

Supporting Statement

CEO succession is one of the primary responsibilitIes of the board of

directors recent study published by the NACO quoted director of large

technology firm boards biggest responsibility is succession planning Ifs the

one area where the board is completely accountable and the choice has

significant consequences good and bad for the corporations future The Role

of the BoaJ in CEO Succession Best Practices Study 2006 The study also

cited research by Challenger Gray Christmas that CEO departures doubled in

2005 with 1228 departures recorded from the beginning of 2005 through

November up 102 percent from the same period in 2004

ln its 2007 study What Makes the Most Admired Companies Great Board

Governance and Effective Human Capital Management Hay Group found that

85% of the Most Admired Company boards have well defined CEO succession

plan to prepare for replacement of the CEO on long-term basis and that 91%
have well defined plan to cover the emergency loss of the CEO tnat is

discussed at least annually by the board

The NACD report identified several best practices and innovations in CEO
succession planning The report found that boards of companies with successful

CEO transitions are more likely to have well-developed succession plans that are

put in place well before transition are focused on developing internal

candidates and include clear candidate criteria and formal assessment

process Our proposal is intended to have the board adopt written policy

containing several specific best practices In order to ensure smooth transition

in the event of the CEOs departure We urge shareholders to vote FOR our

proposal
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PINNACLE
ENTERTAINMENT

PINNACLE ENTERTAINMENT INC
3800 HOWARD HUGHES PARKWAY

LAS VEGASNY 89169

April 16 2008

Dear Fellow Stockholder

You are cordially
invited to attend the Annual Meeting of Stockholders of Pinnacle Entertainment Inc referred to as the company to be held at

the Four Seasons Hotel at 3960 Las Vegas Boulevard South Las Vegas Nevada 89119 on Tuesday May 20 2008 at 1000 sot local time

At the annual meeting you will be asked to consider and vote upon the following matters

tirst proposal to elect nine directors to serve for the coming year on the Companys Board of Directors

second proposal to approve an amendment to the Companys 2005 Equity and Performance Incentive Plan as amended the 2005 Plan to

increase by 1750000 the maximum number of shares of the Compstiys Common Stock that may be issued or subjecl to awards undcr the 2005

Plan to increase the maximum number of awards under lie 2005 Plan that may be issued as incentive stock
options from 30000000 4750000

shares and to make other technical amendments to the 2005 Plan including removal of the changes to the 2005 Plan made by prior amendmenl

which changes never became operative

third proposal to reapprove the performancebased compensation provisions of the 2005 Plan to comply with the requirements of

Section 162m of the Internal Revenue Code of 1986 as amended

fourth proposal to approve an amendment to the Companys Amended and Restated Directors DefeiTed Compensation Plan the Directors

Plait to increase by 50000 the maximum number of shares of the Companys common Stock that may be issued or subject to awards under the

Directors Plan and to make other technical amendments

fifth proposal to
ratify the appointment of leloitte Touche LLP as the Companys independent auditors for the 2008 fiscal year and

such other business as may properly come before the Anntial Meeting or before any adjottrnments or postponements thereof

Accompanying this letter is the formal Notice of Annual Meeting Proxy Statement and Proxy Card relating to the annual meeting The Proxy
Statement contains important information concerning the directors to be elected at the annual meeting the proposed ametidnient to the 2005 Plan the

proposed reapproval of the perfonnancebased compensation provisions of the 2005 Plait the proposed amendmetit to the Directors Plan and the

ratification of stiditors all of which we would like you to approve

Yotir vote is very important regardless of how many slsares
yott

own We hope yon can attend the annual meeting in person However whether or not

yoti plan to attend the annual meeting please complete sign dste and rettirn the Proxy Card in the enclosed envelope or submit your proxy via telephone or

the internet as provided for in the Proxy Card If you attend the annual meeting you may vote in person if you wish even though you may have previously

returned yotir Proxy Card

Sincerely

laniel It Lee

C/ioirnirni of the Board of Djrectort

rind Chief Exectrfiie Officer



PINNACLE ENTERTAINMENT INC
3800 HOWARD HUGHES PARKWAY

LAS VEGAS NEVADA 89169

NOTICE OF ANNUAL MEETING 01 STOCKHOLDERS
10 BE HELD ON MAY 20 2008

TO TIlE STOCKHOLDERS OF PINNACLE ENTERTAINMENt INC
NOTICE IS HEREBY GIVEN that an Annual Meeting of Stockholders of Pinnacle Entertainment Inc Delaware corporation Pinnacle or the

Company wilt be held on Iucsday May 20 2008 at 1000 am local time at the Four Seasons Hotel at 3960 Las Vegas Boulevard South Las Vegas
Nevada 89119 and at any adjoumnients or postponements thereof the Annual Meeting At the Annual Meeting the Companys stockholders will be

asked to consider acid vote upon

fhe eteetton of nine directors to setve on the Companys Board of Directors for the coming year cacti to hotd office until the text annual

meeting of stockholders and until each such directors successor shall have been duly elected and qualified

rIse approval ofan amendment to the Companys 2005 Equity and Performance Incentive Plan as amended the 2005 Plan to increase by

1750000 the maximum number ofslsares of the Companys Common Stock that may be issued or subject to awards under the 2005 Plan to

increase the maximum nuniher of awards ttsider the 2005 Plan that may be issued as incentive stock options from 3000000 to 4750000 shares

and to make other technical amendments to the 2005 Plan inctmsding removal of the changes to the 2005 Plait made by prior amendment
which changes never became operative

The reapproval of the perfomiancebssed eomnpettsstioti provisions of the 2005 Plati to cotnply with the requirements of Section l62cn of

the Internal Revenue Code of 1986 as smettded

The approval of an amendment to the Companys Atnended and Restated Directors Deferred Compensation Plait the Directors Plan to

tsscrease by 50000 the maximum number of sltares of the Companys Cosnmon Stock tlsat may be issued or subject to awards tinder the

Directors Plait and to mske other technical amendments

The ratification of the appointment of Deloitle iouelse LLP as ttie Companys independent atitlicora for the 2008 fiscal year and

Stcch other business as nay IDroperly conic before the Aisnuat Meeting or before any adjottrnrnents or postponements thereof

lnfonaation regarding the nine hoard nominees the proposed amendment to the 2005 Plait
the proposed reapproval of the performancebased

compensation provisions of the 2005 Plan the proposed amendment to the Directors Plan and the ralification of the appointment of independent auditors is

contained in the accompanying Proxy Statetnent which you are urged to iced carefully

Only holders of record oftlse Companys Common Stock at the close of business on March 27 2008 are cLstitled to notice ofand to vote at the Annual

Meeting or any adjournments or postponements thereof

YOUR VOTE IS VERY IMPORTANT iO ENSURE THAf YOUR SHARES ARE REPRESENTED Al lHE ANNUAL MEETlNO YOU ARE
URGED fC COMPLETE DATE AND SIGN THE ENCLOSED PROXY CARD AND MAIL IT PROMPTLY IN IRE POS1AGE PAtD ENVELOPE
PROVIDED OR SUBMIT VOUIt IROXY VIA IELEPHONE OR TIlE INTERNET AS PROVtDED FOR IN TIlE PROXY CARD WIIEfHI2R OR
NOt YOU PLAN TO AIIEND THE ANNUAL MEETING IN PERSON YOUR PROXY CAN BE WIIHDRAWN BY YOU AT ANY TIME BEFORE
iF IS VOIED

BY ORDER OF THE BOARD OF DIRECTORS

Jotm Godfrey

Secretory

Las Vegas Nevada

April 16 2008



PINNACLE ENTERTAINMENT INC
3800 HOWARD HUGHES PARKWAY

LAS VEGAS NEVADA 89169

PROXY STATEMENl RELATING TO
ANNUAL MEETING OF STOCKHOLDERS

TO BE hELl ON MAY 20 2008

This Proxy Statement is being furnished to the stockholders of Pinnacle Entertainment Inc Delaware corporation Pinnacle or the Company
in connection with the solicitation of proxies by the Companys Board of Directors for use at the Annual Meeting of the Companys stockholders to be held

on Tuesday May 20 2008 at 1000 am local time at the Four Seasons I-told at 3960 Las Vegas Boulevard South Las Vegas Nevada 89119 and at any

adjournmenta or postponements thereof the Annual Meeting

At the Annual Meeting holders of the Companys Common Stock $0.10 par value per share Pinnacle Common Stock will be asked to vote tupon

the election of nine directors to sent on the Companys t3oard of Directors for the coming year each to hold office until the next anntmal meeting ot

stockholders and until each such direetots successor shall have been duly elected and qualified ii the approval ofan amendment to tlse Companys 2005

Equity and Perfonnanee lneentive Plan as amended the 2005 Itan to increase by 1750000 the maximum number of shares of linnsete Common Stock

that may be issued or subject to awards under the 2005 Flats to ittcreate the maxitnum number ofawards under the 2005 Plams that may be issued as

incentive stock options froia 3000000 to 4750000 shares atid to taake other teelsnical ansendmenta to the 2005 Plan including removal of tIme changes to

the 2005 Plan made by prior atnendtnent which changes never became operative iii the reapproval of the perfonnancebsscd compensation

provisions ofthe 2005 Plan to comply with the requirements of Section 162m of the Internal Reveimue Code of 1986 as amnended the Code iv the

appmval of an amendment to the Coisspatsys Amended aisd Restated Directors Deferred Comnpeissatiott Plan the Directors Plan to itscrease by 50000 the

maximum number of shares of Pinnacle Common Stock that may be issued or subject to awards under the lirectors Plais aitd to make other technical

amendments the ratification of the appointment of Deleitte Touche LLP as our independent auditors for the 2008 fiscal year and vi any other

business that properly comnes before the Annual Meeting

Tltia Proxy Statement and tIme accompanying Proxy Card are first being mailed to tIme Companys stockholders on or about April 18 2008 The

address of the principal exeetstive offices of the Company is 3800 Howard Hughes Parkway Las Vegas Nevada 89169

ANNUAL MEETING

Record Date Outstanding Shares Quorum

Only holders of record of Pinnacle Comsmmon Stock at the close of business on March 27 2008 the Record Date will be entitled to receive notice of

and to vote at the Annsmal Meeting As of the close of business ots the Record Date there were 59954181 shares of Pinnacle Common Stock outstanding

atid entitled to vote held of record by 2570 stockholders majority or 29915591 of these shares present in person or represented by proxy will

constitute quorum for the transaction of business at the Annual Meeting Each of the Companys stockholders is eustitled to one vote for each slsare of

Pinnacle Comnnion Stock held as of the Record Date

Voting of Proxies Votes Required

Stockholders are requested to complete date sign and retuns the aeeotnpanyitsg Proxy Card in the enclosed ctsvclope All properly executed returmsed

and unrevoked Proxy Cards will be voted in accordance with the



instructions indicated thereon Executed but unmarked Proxy Cards will be voted FOR the eleelion of each director nominee listed on the Proxy Card
FOR the approval of he amendment to the 2005 Plan FOR the reapproval of lie performancebased compensation provisions of lie 2005 Plan

FOR the approval of he amendment to the Directors Plan and FOR lie ratification of the appointment of independent auditors for the 2008 liseal year
ihe Companys Board of Directors does not presently intend to bring any busincsa before the Annual Meeting other than that referred to in this Proxy
Statement and specified in the Notice ofthe Annual Meeting By signing the Proxy Cards stockholders eotiler discretionary authority on the proxies who
are persona designated by the Board of Directors to vote all shares covered by the Proxy Cards in their discretion on any other matter that may properly

come before the Annual Meeting including any motion tiiade for adjoumnient of the Annual Meeting

You may submit your proxy by telephone on he internet or by nisil Proxies submitted by any of those methods will be treated in the same manner
If you are stockholder of record yoti may subnii your proxy by signing and retuming the enclosed proxy card by telephone at 1800-6906903 or on the

internet at http//www.proxyvote.com/

Whether the proxy is submitted by snail telepltone or the internet any stockholder who has given proxy nay revoke it at any time before it is

exercised at the Annual Meeting by tiling written revocation with or delivering duly executed proxy bearing later date to the Secretary of the

Company at 3800 Howard Hughes Parkway Las Vegas Nevada 89169 or ii attending the Annual Meeting and voting in person although attendance at

the Annual Meeting will not by itself revoke proxy

Elections of directors are determined by plurality of the votes cast at the Annual Meeting The proposals to approve the amendment to the 2005

Plan to reapprove the performancebased compensation provisions oIthc 2005 Plan and to approve of tile amendment to the Directors Plan require

approval by the affirmative vote of majority of the votes east FOR AGAINST or ABSTAIN with
respect to each proposal in person or by proxy

and emmtitlcd to vote at the Annual Meeting provided that tlte total votes so cast on each proposal represents more than 50% of all shares entitled to vote on

that proposaL lhe proposal to ratify lie appointment of Deloitte louche LLP as the Companys independent auditors for time 2008 fiscal year requires

approval by tile affirmative vote of majority of time votes cast FOR or AGAIN ST

Abstentions Broker NonVotes Witblteld Votes

stockholder may vote to ABSTAIN on any proposal that may properly conic before the Annual Meeting other than the election of directors Ifs

stockholder votes to ABSTAIN such stockholders shares will be considered present at the Annual Meeting for purposes ofdetennining qsmontm on all

matters amid will be considered entitled to vote but will have no effect with
respect to the outcome of lie vole to elect directors or to ratify the appointment

of the Companys independent auditors According to the New York Stock Exchange or the NYSE roles vote to ABSTAIN on the proposals to

approve the amendment to the 2005 Plan to reapprove the performancebased comnpemmsation provisions of the 2005 Plan and to approve the amctmdmnctmt

to the Directors Plan will be considered asa vote cast with
respect to such matter and will have the sante effect as vote AGAINST such proposal In

addition in the election ofttirectors stockholder may withhold such stockholders vote Withheld votes will be excluded from the vole and will have no

effect on the omitcome of such election

If an executed proxy is returned by broker holding shares in street tmatne that indicates that the broker does not hsve discretionary authority as to

certain shares to vote on one or more matters such simares will be considered
present at the meeting for the purposes ofdeteniminimsg quonsns but will not

be considered entitled to vote on such matter or matters As such broker nonvotes will be counted fer purposes of detennining whether there is quomm
at the Annual Meeting and will have no effect on lie proposals to approve the ansendinemit to tIme 2005 Plan to reapprove the performancebased
compensation provisiomss of the 2005 Plan and to approve tIme amnendntent to the Directors Plan iiowevcr even ifs quorum is presemit hroker nonvotes will

not count



coward the requiremcllt that the total votes easi on the proposal to amend the 2005 Plan tile proposal tOreapprove tile performancebased compensation

provisions of tile 2005 Plan and the proposal to amend the Directors Plan
represent over 50% of all shares entitled to vote on the relevant proposal In

addition while broker ibisvotes will be counted for
ptcrposes

of detenniniusg whether there is quorum broker nonvotes will have no effect on the

outcome of the election of directors or the ratification of independent auditors because the broker nonvotes are not eottnted for purposes of those proposals

Appraisal and Dissenters Rights

Under Delaware law stockholders are not entitled to appraisal or dissenters rights with
respect

to the proposals presested in this Proxy Statement

Solicitation of Proxies and Expenses

the Company will bear the cost of tile solicitation of
proxies from ita atockhotdcrs in cisc enclosed font The directors officers and employees of the

Company may solicit proxies by mail telephone telegram lettcr facsimile or in person Following tlse original mailing of the ptosies aitd 0111cr soliciting

snaterials the Company will request that brokers custodians nonlilsecs and other record holders forward copies of the Proxy Statement and other soliciting

materials to isersons for wllom they hold shares of Pinnacle Common Stock and request atclhority
for the exercise ofprosies In such cases the Jompally

will reimburse suell record holders for tlseir reasonable expenses The estimated total cost for such record holder and broker expenses is $64000

PROPOSAL

ELECTtON OF DIRECFORS
Item No on Proxy Card

At the Atsnual Meeting holders of Pinnacle Common Stock will be asked to vote on the election of nine directors who will constitute lice full Board of

Directors of the Company 1lie nine nominees receiviisg tile highest number of votes from holders of shares of Pinnacle Coisinion Stock represented and

voting at the Annual Meeting will be elected to the Board of lircetors For the election of directors broker nonvotes will not be counted as voting at the

meeting and therefore will not Isave an effect on the election of the nomillees listed below Withheld votes will aiso have no effect on tile election of the

nominees

Each director elected will 11011 office until the next annual meeting of stockholders and until his sttccessor shall have been duly elected slId

qualified All of the nonsinees listed below currently serve on the Board of Directors of the Company

General

Each proxy received will be voted for the election of the persons named below unless tile stockholder signing such proxy withholds authority to vote

for one or more of these nominees in the manner described in the proxy Although it is not contemplated that any nominee named below will decline or be

unable to serve as director in tile event any nominee declines or is unable to serve as director the proxies will be voted by the proxy holders for ss

substittite nominee as directed by the Board of Directors

There are 110 family relationships between any director nominee or executive officer and any Otiler director nominee or executive officer of the

Company There are no arrangemessts or understandings between any director nominee or exectLiive officer and
atsy

other person pursuant to which he has

been or will be selected as director and/or executive officer of the Company other than arrangements or understandings with any such director nominee

and/or exeesutive officer
aclillg ill Isis capacity as suds See information Regasding the Director Nominees

TIlE BOARD OF DIRECTORS RECOMMENDS VOTE FOR ELECTION OF ALL OF IHE NOMINEES LISTED BELOW



Information Regarding the Director Nominees

The following table lists the persons nominated by the Board of Directors for election as directors of the Company and provides their ages and current

positions with the Company Each of the nominees named below is currently director of the Company and each was elected at last years annual meeting
of stockholders except for Mr Corner who was appointed to the Board of Directors in July 2007 Biographical information for each nominee is provided
below

Name Age Iasif ion with the Company

Daniel Lee at SI Chairman of the Board of Directors and Chief Executive Officer

Stephen Corner 58 Director

John Giovenco bc 72 Lead Director

Richard Goeglein ad 73 Director

Ellis Lttndau bee 64 Director

Bmee Leslte bel 57 Director

James Martineau cd 67 Director

Michael Ornest 50 Director

Lynn Reitnouer ade 75 Director

Member of the Executive Committee

Member of the Audit Committee

Member of the Corporate Governance and Nominating Committee

Member of the Compensation Committee

Member of the Compliance Committee

Member of the Risk Management Oversight Committee

Mr Lee has been the Companys Chairman of the Board of Directors and Chief Executive Officer since April 2002 owner of LVMR LLC
developer of casino hotels from 2000 to 2002 Chief Financial Officer and Senior Vice Presichetit of l-lomeGrocer.Corn Inc internet grocery service from

1999 until the sale of the company in 2000 Chief Financial Officer Treasurer and Senior Vice President ofFinanee and Development of Mirsge Resorts

Incorporated major operator and developer of casino resorts from 1992 to 1999 DirectorEquity Research of CS First Boston from 1990 to 1992 and held

various positions to Managing Director of Drexel Durham I..ambert from 198010 1990

Mr Coiner has been one of the Companys directors since July 2007 Diteetor Southwest Gas Corporation from Janusry 2007 to present Managing

Partner Deloitte Touche LLP Nevada operations from 2002 to 2006 Managing Partner snd other positions Arthur Andersen Los Angeles and Nevada

operations fron 1972 to 2002 and Memberof the American Institute of Certified Public Accountants and Novadn Society of Certified Public Accountants

Mr Gioveneo has been lead director of the Company since February 2008 and one of the Companys directors since February 2003 Director Great

Western Financial Corporation from 1979 to 1993 President and Chief Operating Officer Sheraton Hotels Corponttion dttring 1993 Director Hilton

Hotels Corporation from 1980 to 1992 President and Chief Operating Officer Hilton Gaining Corporation front 1985 to 1993 Executive Vice

PrcsidentFinance Hilton Hotels Corporation from 1980 to 1993 Chief Financial Officer Hilton Hotels Corporation from 1974 to 1985 Chief Fiusaneisl

Officer 1-litton Gaming Corporatioii from 1972 to 1974 and Partner Harris Kerr Forster Certified Public Accountants predecessor finn to PKF

International from 1967 to 1971



Mr Cioegtein has been one of the Companys directors since December 2003 and was also Director of the Company from 997 to 1998 Owner autd

Managing Member Evening Star Holdings LLC acquirer and operator of nongaining resort properties since tnid2005 Owner and Managing Member
Evening Star Hospitality LLC acquirer developer and operator of nongaming resort properties from 2003 to early 2005 President and Citief Operating

Officer Holiday Corporation the parent company of Holiday Inn Harralt Hotels attd Casinos Hampton Inns and Embassy Suites from 1984 to 1987
Executive Vice President and Director 1-toliday Corporation from 1978 to 1984 President and Chief Executive Otlicer Harrahs Hotels and Casinos from

1980 to t984 and Director Ioomtown Inc from 1993 to 1997 Mr Goeglein served as President from 1997 and Chief Executive Officer from 2000 of

Aladdin Gaming LLC and Aladdin Ganitng Holdings LLC tlevelopcr and operator of the Aladdin Resort Casino in Las Vegas Nevada in each case
until September21 2001

Mr Landau has been one of the Companys directors since January 2007 Executive Vice President and Chief Financial Officer otBoyd Gaming
Corporation from 1990 thrti 2006 Vice President and Trtmsurer of Aztar Corporation formerly Ramada Inc from 1971 to early 1990 Assistant Treasurer

of tiHaul Internattonat from 1969 to 1971 Financial Analyst at the Securities and Exchange Commission from 1968 to 1969 Treasurer and Director of

Temple l3eth Sholom since mid2006 and Chairman of the t3oard of the AttliDefatnation League Nevada Chaptm since taLe 2006

Mr Leslie has been one of the Companys directors since October 2002 Parttter Armstrong Ieaadale LLP law firm from January 2008 Of
Counsel Beckley Singleton law finn from 2003 to 2008 Partner Leslie Campbell law finn from 2001 to 2003 Partner Bernhard Leslie law firm
frotn 1996 to 2001 Partner Beckley Singleton lroni 1986 to 1996 and Partner Vargas Bartlett law finn from 197910 1986

Mr Martttteau has beeti one of the Companys directors since May 1999 President and Founder Viracon Iitc list glass fabricator from 1970 to

1996 Executive Vice President Apogee Enterpriacs Inc
glass desigit and development corporation that acquired Viracon Inc in 1973 from 1996 to

1998 Director Apogee Enterprises Inc since 1978 Director Northstar Photonics telecommunications business from 1998 to 2002 Chairman Genesis
Portfolio Partners LLC startup company development since July 1998 Director Borgen Systetns from 1994 to 2005 and Trustee Owatonns Foundation
since 1973

Mr Orneat has beert one of the Companys directors since October 1998 ptivate investor since 1983 Director of the Ornest Family Partnership since

1983 Dircctor of the Omest Family Fotmdation since 1993 Director of the Toronto Argonauts Football Club from 1988 to 1991 President of the St Louis

Arena and Vice President of the St Louis Blues Itockey Club from 1983 to 1986 and Managing Director of tlte Vancouver Canadians Baseball Club
Pacific Coast League from 1979 to 1980

Mr Iteitnouer has been one of the Companys directors since 1991 Director Hollywood Park Operating Company from September 1991 to January
1992 Partner Crowell Weedon Co stock brokerage since 1969 Director and Cltairnisn of the Board COHR Inc from 1986 to 1999 Director and
Chairman of the Board Forest Lawn Memorial Parks Association from 1975 to 2006 and Trustee University of Califomia Santa Barbara Foundation and
former Chairman aitice 1992

Selection of Nomineea for Director

It is the policy of the Board as set forth in the Compattys Corporate Governatice Guidelines to select director nominees who have achieved success
in their personal fields and who detnonstrate integrity and Itigh personal tntd

professional ethics soottd btiaincaa jtidgmcnt atid willingness to devote the

reqtttaite time to their duties as director and who will contribute to tlte Companya overall corporate goals t3oard members are evaluated and selected based

on their individual merit as well as in the context of the needs of the Board as whole



The Corporate Governance and Nominating Committee is responsible for identifying recruiting and reviewing and recommending to the Board

qualified individuals to be nominated for election orreclection as directors consistent wiLls the criteria set forth in the Companys Corporate Governance

Guidelines Depending on the circumstances the Corporate Governance and Nominating Conirnittae considers candidates recommended by Board

membets third parties and to the extent deemed appropriate director search firms

Before recommending to the Board new or incumbent director for election or reelection the Corporate Governance and Nominating Committee

reviews his or her qualifications including capability availability to serve conflicts of interest understanding of the gaming industry finance and other

elements relevant to the Companys business educational business and professional background age acid past performance as Board member including

past attendance at and participation in meetings of the t3oard acid its committees acid eontribtttiomis to their activities The Corponite Governance and

Nominating Committee in conducting such evaluation may also take into account suet ottier factors as it deems relevant The Corponmte Governance and

Nominating Committee also receives disclosures relating to directors iuidcpendcnce and assists the Board in making determinations as to the

independence of the directors lice Corporate Governance and Nominating Committee also conducts act annual review of the composition of the Board as

whole including whether the l3oard reflects the appropriate degree of independence sound judgment business specialization technical skills diversity and

other desired qualities and satisfies the other requirements set forth in the Companys Corporate Governance Guidelines

The Corporate Governance and Nominating Committee will consider Board nominee recommendations by stockholders who have beneficially owned
more than five percent of the Companys thenoutatanditig shares of Pinnacle Common Stock for at least two consecutive years as of the date of making the

proposal and who submit in wnttng the names and supporting infotination to the Chair of the Corporate Governance and Nominating Committee at the

address of the Companys principal executive offices stockholder recommendation must contain the name and address of the stockholder making the

rccoinniendatioti the class and number of shares of the Coinpaitys capital stock owned beneficially by such stockholder and documentary sttpport that

such stockholder satisfies the
requisite

stock ownership threshold and holding period and as to the proposed nominee the name age business and

residence addresses principal occupation or employment number of shares of Pinnacle Common Stock held by the nominee rØsumØ of his or tier

business and educational background infonnation that would be required in proxy statement solicititig proxies for the election of such nominee and

signed consent of the nominee to serve ass director if nominated and elected In order to be considered stockholder recommendation for nomination with

respect to an upcoming annual meeting of stockholders must be received by the Chair of the Corporate Governance and Nominating Comniittce no later

than the 120th calendar day before the first anniversary of the date of the Companys proxy statement released to stockholders its connection with the

previous years annual meeting with certain exceptions that are set forth in the Companys Corporate Governance Guidelines

The Companys policies and procedsres regarding the selection of director nominees are described in
greater detail in the Companys Corporate

Governance Guidelines and the Charter of the Corporale Governance and Nominating Committee which are available on the Companys websile at

www.pttkitme.eoni In addition printed copies of such Corporate Govemance Guidelities and Charter are available upon written request to Investor

Relations Pinnacle Entertainment Inc 3800 Howard Hughes Parkway Las Vegas Nevada 89169

As contrasted to stockholder rccotnmendation of nominee for consideration by the Companys Corporate Governance acid Nominating Committee
atockholders who wish to nominate directors at futumre etinual meetings must comply with the applicable provisions of the Compatsys Bylaws as described

in this Proxy Statement tinder the caption Stockholder Proposals for the Next Annual Meeting

Director Independence

The Board of Directors has determined that other then Mr Lee who is the Chief Esectttive Officer of the Company each nominee is an independent
director as defined by the Corporate Governance Rules of the NYSE



and the categorical independence standards adopted by the Board of Directors copy of the categorical independence standards arc attached as Appendix

to this Proxy Statement and are available on he Companys website at www.pnkinc.cont The Board of Directors has also detennined that all members of

the Audit Corporate Governance and Nominating and Compensation Committees arc independent directors as defined by the Corporate Goveniance Rules

of the NYSE and thc categorical indcpendencc standards adoptcd by the l3oard of Directors The directors nominated by the Board of Directors for election

at the Annual Meeting were recommended by the Corporate Governance and Nominating Committee

Communications with Directors

Stockholders and interested parties wishing to communicate directly with the l3oard of lirectors the Chainnan of the Board the Chair of any

cotnmittee or the nonmanagement directors as group aboul matters of general interest to stockholders arc welcome to do so by writing the Companys
Secretary at 3800 I-toward Ilughes Parkway Laa Vegas Nevada 8969 ilie Seeretaiy will forward these communications aa directed

Executive Sesstotts of the Board and the Lead Director

The Companys nonmanagement directors meet periodically in executive aeasion as required by the Companys Corporate Governance Guidelines
The Chair of the Audit Committee currently Mr Giovenco presides at these executive sessions lithe nonmanagement directors werc to include directors

who are not independent pursuant to the NYSE rules then the independent directors will meet in executive session at least once year Any
nonmanagement director may request that an executive session of the nonmanagement members of the Board be scheduled In February 2008 the Board

of tirectors created the position of lead director who wilt be responsible for coordinating communications from the executive sessions as well as other

communications between the Board of Directors and the Chief Executive Officer It is anticipated that each lead director elected will hold Ihe position for

one year tenn with no director holding the
position for more than one year in any consecutive three year period As lie initial lead director the Beard of

Directors has appointed Mr Gioveneo who wilt serve utitil the Board of Direeiots elects new lead direetoi

Code of Ethical BusIness Conduct

The Company has adopted Code of Ethical Business Conduct code of ethics that applies to all of the Companys directors officers atid

omployees Any waiver of the Code of Ethical Business Conduct for executive officers or directors will be disclosed to the stockholders of the Company
The Code of Ethical Business ondtiet is publicly available on the Companys website at www.pnkinc.com and iii print upon written

request
to Investor

Relations Pinnacle Entertainment Inc 3800 I-toward 1-lughes Parkway Las Vegas Nevada 89169 Any substantive amendments to the Code of Ethical

Business Conduct or grant of any waiver to the Chief Executive Officer or the Chief Irinaneinl Officer from any provision of the code will be disclosed on
the Companys wabsile or in Current Report on Form 8K tiled with the Securities and Exchange Commission the SEC
Board Meetings and Hoard Committees

The full Board of Directors of the Company had 14 meetings in 2007 and acted by unanitnous written consent ott occasions Ditring 2007 each

incumbent director of the Company during their term attended at least 75% of the meetings of the Board of Directors and the committees of the Board on

which he seived

Although the Company has no formal policy with regard to Board members attendance at its annual meetings of slockholders all of the Companys
directors then serving attended the Companys 2007 Anmtual Meeting of Stockholders

ilie Company has an Exeetttive Committee which is currently chaired by Mr Lee and consists of Messrs Lee Reitnouer and Goeglein The

Executive Committee may exercise alt the powers amid authority of time Board



of Directors in the management of the business and affairs of the Company to the fullest extent authorized by Delaware law During 2007 the Executive
Committee had meetings and acted by unanimous written consent on occasions

The Company has separatelydesignated standing Attdit Committee established in accordance with Section 3a58A of the .Secudties Exchange
Act of 1934 as amended the Exchange Act The Companys Audit Conitnidtce is currently chaired by Mr Gioveitco and consists of Messrs Giovenco
Comet Onicst Landau and Leslie Among its functions the Audit Conuniuce is

to be directly responsible for the appointment compensation retentiots and overaiglst of the work of any indepcndeitt public accounting firm

engaged to audit the Companys financial statements or to lemform other audit review or attest services for the Company

to discuss with the independent auditors their independence

to review and discuss with Use Companys independent auditors and management the Companys audited financial statements and

to recommend to the Companya l3oard of Directors whether the Companya audited financial statements should be included in the Companys
Annual Report on Form 10K for the previous fiscal year for filing with the SEC

Mesars Giovenco Comer Omest Lamsdau and Leslie arc independent as that term is defined in Rule 303A.02 of the NYSE listing standards and Rule

tOA3blim of the Exchange Act The Board has determined that Messrs Giovcnco Corner and Landau are each an audit committee financiat expert
as defined by SEC rules based upon among other things their

accotmnting backgrounds and in the case of Messrs Giovenco and Landau their having
served as the chief financial officer of

large public company involved in the gaining indtmstty and in tlse case of Mr Comet his having served as paiTher
of major accounting firm lhc Audit Contmnittee met It times in 2007

The Company has Compensation Committee which ia
currently chaired by Mr Rcitnouer and consists of Messrs Reitnouer Goeglein and

Martineau Among its functions the Compensation Committee is

to detennine and approve either as committee or together with time Companys other independent directors the annual salary and other

compensatiomi of tIme Chief Executive Officer

to make rccotnmendations to the Board of Directors regarding the competiaation of the other fottr highestcompensated officers of the Company
and

to provide recommendations with
respect to and administer the Comnpanya incentivecompensation stock option and other eqttitybaacd

compensation plans

The Compensation Committee met 16 times in 2007 The Comnpensatioit Committee may to the extent pertnittcd by applicable laws and regulations
form and delegate any of its responsibilities to subcommittee so long as such subcommittee consists ofat least two nieinbers of the Compensation
Committee In carrying out its

pttrposes
and

responsibilities
the Conipenaation Committee ha.s

authority to retain outside counsel or other experts or

cotmsultanta as it deems appropriat For discussion regarding the Conmpcnsation Committees usc of outside advisors and the role of executives officers itt

compensation matters ace Executive Conipensation-.-Compenaation Di.scussion and
Analysis----Role of Executive Officers and Outside Advisors in

Compensation 1ccisions beluw

The Company has Corporate Governance and Nominating Comtnittee which is currently chaired by Mr Martineau and comtsists of Messrs

Martimmcmmu Giovenco and Landau Among its fiinctiona the Corporate Governance and Nominating Committee is

to establish procedtmrcs for tile selection of directors



to identif evaluate and recommend to the Board candidates for election or reelection as directors consistent with criteria set forih in the

Companys Corporate Governance Guidelines

to develop and recommend to the i3osrd if appropriate tnodifieatiotts or additions 10 tlte Companys Corporate Governance Guidelines or other

corporate goveniance policies or procedures and

to develop procedures for and oversee an annoal evaluation of the Board and management

he Corporate Governance and Nominating Committee met times in 2007

The l3oard of Directors has adopted written chatter for each of the Aodit Committee the Compensation Committee and the Corporate Goventance

and Nominating Committee which are available on the Companys website at www.pnkinc.com Printed copies of these documents are also available upon
written request to Investor Relations Pinnacle Entertainment Inc 3800 Howard Hughes Parkway Las Vegas Nevada 89169

The Cotnpany has Compliance Committee which monitors the Companys compliance with gaming laws in the jurisdictions in which itoperatea
Messrs Leslie Landau anti Reitnouer currently serve on the Companys Compliance Committee with oIlier Compliance Committee members who are not

dmreetors and on tlte Compliance Sttbeommittce of the Board of Directors The Compliance Subcommittee was instituted to ensure timely notification to the

Board of Directors of any material compliance issues asaist the Compliance Committee in performing its duties and to supervise the Companys actions itt

response to reports received from the Companys employee hotline

The Cotnpatty has Risk Management Oversigltt Committee which is
currently chaired by Mr Leslie and consists of Messrs Leslie and Lee The

ptmrpoae
of tire Risk Management Oversight Committee is to oversee the risk management activities of the Company Among its functions the Risk

Management Oversight Committee is

to meet with the director of the Companys Risk Management Department to review the Companys existing insurance policies

to discuss with the Companys principal independent insurance brokers the Cotnpanya inauratiee policies and programs for their assessment as to

the appropriateness of stteh programs arid

to discuss with such insurance brokers their relationships with and independence frotu the Comapanys insurance carriers

It is not the duty of the Risk Management Oversight Committee to determine the Comnpattya insurance policies and programs hut sintply to consult

with and review the determinations made by the responaible members of management with
respect

to stteh matters Each director holds 111cc umttil the next

annual meeting of stockholders and until hia successor is duly elected and qualified or until his resignation or removal from office

Director Compemraation

Director Fees

Ihe conipensation of the Companys nonemployee directors is paid in the form of an annual retainer meeting and chair fees and stockbased

awards During 2007 eaett nomtetnphoyee director or committee ehialt described below received

An annual retainer o1S60000

An additiotial $15000 retainer for the Cltair of the Attdit Committee

An additional $10000 retainer for tIre Chair ofthe Compensation Committee

An additional $7500 retainer for the Chair of the Corporate Goveniance attd Nominatiitg Committee

An additional $5000 retainer for the Chair of the Riak Management Committee



An attendance fee of $1500 for regularly scheduled Board or committee meetings other than Audit Committee meeting fees which arc $2000
per meeting and

An attendance fee of $500 for telephonic special meetings of the Board of Directors

Mi- Lee does not receive any fees or retainer for his services as director The Board of Directors set these fees based on advice from outside

consultants and review of publiclyavailable information about wlsat other companies iii Pinnacles peer group pay their outside directors

Each director may elect to receive the retaincr and any fees for meetings attended in cash or in deferred compensation as cash or stock under the

Directors Plait as outlined below

Option Gcnstr

In the past Pinnacle has granted 10000 options to each director at or about the time the new directorjoins the Board of tirectora and has granted to

each director who was then serving 10000 options in 2004 2005 and 2006 respectively and 15000 options in 2007 which were granted on or about the

date of each annttal meeting of stockholders The exorcise price for each option was the closing price of Pinnacle Common Stock on the date of grant Each

option vests over five year period Vesting accelerates upon termination of director status due to death or disability or upon director retiring alter age 70

Director Perqui.rires

Pinnacle allows the directors and their families to use the corporate aircraft to attend Pinttacle meetiitgs or other Pinnacle business events but in

generat only when the aircraft is otherwise traveling for business puiposes and there are empty seats ilte aggregate incremental cost for these trips to site

Company when tIme aircraft is otherwise
traveling for business purposes is de moinwn.r amount

Direciorv Health Plan

On February 21 2007 the toard of Directors approved the Directors Health and Medical insurance Plait or the Directors Health Plan The
Directors Health Plan provides that members of the Board of Directors their spouses and minor children including full tinme sttmdents up to age 24 are

eligible to participate in the health and medical insurance plans applicable to the Companys corporate executives In addition directors who are in office at

age 70 and directors who are in office at the time of change of control as defined in the iireetors Health Plan are entitled along with their spouses and

minor children including full time students up to age 24 to continuation of health and medical coverage for five years or in the case of sponses or minor

children until they are no longer eligible for coverage Ifat any time dimriimg this extended coverage period the eligible director or his spouse or initior

childretm is insured under another health plait or Medicare the Companys health plans shall provide secondary coverage to tIme extent permitted by law
Directors are indemnified on grossedup basis against certain tax liabilities including excise taxes on benefits following change in control As result of
the Directors l-tealth Plan each director is entitled to receive medical benefits that arc not available under the employee health benefit plan available to all

employees of the Compatty lhercforc aiiy medical benefits that director receives that are not available getmcrally to all employees of the Company and

exceed $10000 in time aggregate are reportable in the All Other Compensation column in the tirector Summary Compensation fable below

Amended and Restated Directors Deferred Canpenraüon Plan

Participation in the Companys Atncndect and Restated Directors Deferred Competmsation Plan or the Directors Plan is limited to directors of

Pinnacle and each
eligible director may elect to defer all or portion of his aitnual retainer and any fees for meetings attended Any such deferred

compensation is credited to deferred compensation account either in cash or in shares of Pinnacle Common Stock at each directors electiott TIme

10



only condition to each directors receipt of shares credited to his deferred
conspensation account is cessation of sacit directors service ass director of

Pinnacle

As of the date the directors compensation would otherwise have been paid asd depending on tlte directors election the directors deferred

compensation aeeommtmt will be credited with either

cssls

the numberof ftttt and/or Fractional shares of Pinnacle Cornnrots Stock obtained by dividing the amoset of the directors
conspensation

for tlse

calendar
qttarter which Ite elected to defer by the average of the closing price of Pinnacle Corntoos Stock on the NYSE os the last tort bsmsiness

days of the cslendar quarter for which aectt compensation ia payable or

combination of cash and shares of Pissacle Common Stock as described above

Ifs director elects to defer compensation in cash all such amounts credited to the directors dererred competsastioss account will bear iitteresl at sri

ansosnst to be detertoined from tin-ic to time by the Board of Directors No current director has deferred comopemssation its
malt

If director has elected to receive shares of Pinnacle Commors Stock ii lies of his retainer and we declare dividend aucit directors deferred

compensation account is credited at the end at each calendar qttarter withs the nmmtober of fall and/or frachiommsl shares of Pinnacle Csmnaota Stack obtained
by

dividing the dividends which would have been paid nn the shares credited to the directors deferred compentstiorm aeeomtat by the closing price of Pinnacle

Eomnmoa Stock on the NYSE on the date such dividend wan paid In addition if we declare dividend
payable

in shares of Pinnacle Common Stock the

directors deferred compensation account is credited at lIme cud of each calendar qasrter with the number of full and/or fmetianal shares of Pinnacle

Common Stock for sach stock dividend

Participating directors do not have any imttereat in the cash and/er Pinnacle Common Stock credited to their deferred compensation accounts usratlh

distributed in accordance with time Directors Plait nor do they have any voting rights with respect to such aharm arshl shares credited to their deferred

compensation accounts are distributed the rights afa director to receive payments nader the Directors Plan are no greater than the rights of an unsecured

geseml creditor of Pinnacle

Esch pameipaning director nay elect to have lie aggregate amount nfcanlr arid alsarea credited to his deferred comnpenaetion account dintribated no

him ira orae lump sans paymertt or in aunsbcr of approximately eqasrl anamtsl installments over period oltitue sot to exceed fifteen years The lumssp aura

payment or the first installment will be paid as of the first business day of tIme calendar quarter insrrmediately following the cessation ohnhe directors service

sea director Before the
bcgiutaiug

of any calendar year director may elect to change the method of diarribatiou of stay future interests iii rash and/or

Pinnacle Cotnnsoa Stock credited to his deferred compensation aeconut in aech calendar year

lhte masinsum tttaaiberofaltsres of Pinnacle Ceasroon Stock tltat can be iasaed pmnmuaul to the Directors Plan is 275000 slwret of whiela 231409

have been credited an of March 27 2008 The shares of Pinnacle Cnmnnson Stock to be iaaned nmnader the Director-a Plan may be either authorized arid

unisasrcd nlssrea or reacquired alaares Mr Leslie is the only director slant rnrrenstly participates itt the Direetara Plnma



Director Sunnncsy Cnmprstvnrion 7oble

The following table sets forth certain ioforieslioo regarding the compensation earned by or paid to each non--employee director who served en the

Doord of Directors in 2007 An Chief Executive Officer Daniel It Lee does smotrereive any compensatios as director

CtlaagL in

Inn Nnsqualiticd
Esri.nst Nan-Equity ttvinrrod

or PaId Stock Oplinti tncantivc llon Cnni1srttsntian All artier

In Cads Awards Award Cansponsaltas Earnings Cssssprnsattaa Total

Nnmn 1$ ml $1 $3 13c nfld $1 ci $1

Stephen Corner 40500 2287 52787
Jolts iissveneo $23500 5224403 $347903
Richards Joeglein $108000 5222723 $330723
Ellis Landau $114500 59591 $174091

Brace Leslie $116500 96597 $21 3097
JameaL Marlioeaa $121500 96034 $217534
Michael Ornest 03500 96034 15333 $210567

Lynn Relmtmouer $123167 $224795 $347962

Includes annual rotsitmer feet meeting fees and fees for committee elmoiraeasnhipa as dincuaned above Mr Corner received prorated annual director

fee at the titan of mis election to Ilse Board of Directors in
July 2007 as wall no fees br meetings attended after saeh data

Each nenmnptoyee director was granted 15000 options ota May 2007 except for Mr Corner who was elected as member of tIme lloard of

Directcrs in July 2007 Mr Landau was granted 10000 options on Jansary 17 2007 and Mr Corner was granted 10000 optioss on July 24 2007
The value it Otis eotutoa is the eonspetseatiomt expanse recognized for financial statement reporting fmurpooea in time fiscal year etmdnd December 31
2007 itt accordance with Statement of Financial Aecnmotitig Staodard No 123R PAS 23R excluding estimates of forfeitarea related to

servicehated vesting conditions Such FAS 123K expcnce is calculated ax of tttc grant date of the opliott based 51950 grant date fair value Such

giant date fair vatse is calculated using the share price to of the grant date as well no veriuma assumptions that will change over time mmtcluding the

expected volattltty of our stock and riskflee rate of resent time eomepemtnslion expense in ant recalculated at any time subseqtmeet to mIte gmxtmt date

regardless of changes to the amtlmpmions stand in the calculation attd in expesteed over tIme venting period of tlte associated stock option regardless of

when if at all stock optIon In cenreisad For Measro Oiovnneo Goeglein and Keitmmouer tlte increased bntaefltrnfleetn the accelerated vesting

feature associated with board members who elect to retire after age 70 Tito gratmh date fair value of each option granted in 2007 connpamed imm

aecordaneewilh PAS t23R inns follows StephetsC C2omer---$140l5 John Oieveneo---$213683 RiclsardJ Cioeglein----$2l3h53 Ellis

Landau $380608 BrareA Laslio---$213683t James Maroneau-.$2t3683 Michael Omeat----$213683 and Lyttn Itesmaoaer$213683

The aggregate number of option swarda eutotanding at December 31 2007 for each nonemployee director was as follewe Steplmea

Cosner-lO000 John \- Ciioveneo--.hS000 Richard Oonglein.47ttOO Ellia Lnadnu-25tlOO Brace Lealie.--63000 James

Martimteau----74OIJO Michael Ontast----53400 and Lynn Reittmuuer---71000

All deferrals undar the Dircetorn Plan ltave brett its shores of sleek Ahthessgh tie directors wlmu participate in the pins benefit front appreoiatietm itt the

value of attn stock so interast or earnings are credited on time atsek

Consists solely of nnmostntn psid for health care benefits pnrsunat tam the Direetorx Health ian

Mr Leslie participates in tile Directors Plait and tan elected to reeeiva Pitmnsete Common Stock in lieu of payment of annual retainer fees and inceling

fees



Compensation Committee Interlocks and Insider Participation

Messrs Goeglein Reitnoner and Martineau served on the Compensation Committee in 2007 None of the three members of the Compensation
Committee was an officer or employee or former officer or employee of Pinnacle or its subsidiaries or had relationship requiring disclosure under the

Transactions with Related Persons Promoters snd Certain Control Persons discussion below and no such member has any interlocking relationships with

Pinnacle that are subject to disclosure under the rules of the SEC relating to compensation committees

Executive Officers

Executive officers serve at the discretion of the Board oflireetors subject to tights if any under contracts of employment See Executive

CompensationCompensation Discussion and Analysis below The current executive officers are as ibilows

Name Age Position with the Company

Daniel Lee 51 Chairman of the Board of Directors and Chief Executive Officer

Wade Ilundley 42 President

Stephen Capp 46 Executive Vice President and Chief Financial Officer

John Godfrey 58 Executive Vice President Secretaiy
and General Counsel

Alain Uboldi 61 Chief Operating Officer

For biographical infonnation for Mr Lee see tnfonsiation Regarding the Director Nominees of the Company above

Mr Httndley has served sa the Companys President since February 2005 Executive Vice President and Chief Operating Officer of the Company
fiom September 2001 to February 2005 Office of the CEO of Harveys Casino Resorts gaining operations from December 2000 through July 2001 and

Principal Colony Capital private equity investment from June 1993 through November 2000

Mr Cspp has served as the Companys Executive Vice President and Chief Financial Officer since January 2003 Managing Director Bear

Stearns Co Inc from 1999 to January 2003 Group Head BaneAnmerica Securities Latin America debt distribution business from 1997 to 1999

Managing Director BancAmnerica Securities from 1992 to 1997 and Finance Associate followed by Vice President Security Pacific Merclsant Bank from

1989 to 1992

Mr Godfrey has served as Ilse Companys Executive Vice President since February 2005 and as Secretary and General Counsel since August 2002
Senior Vice President of the Company from August 2002 to February 2005 Partner Sehreek Brignone Godfrey law firm from January 1997 to August
2002 Partner Sehreck Jones Bernhard Woloson Godfrey law firm from June 1984 to December 1996 Chief Deputy Attonmey General Nevada

Attorney Generals Office Gaining Division from 1983 to 1984 Deputy Attorney General Nevada Attorney Generals Office Gaming Division from 1980

to 1983 Deputy State tnduatrmal Attonsey for time State ofNevada front 1977 to 980 Iruatee International Association of Gaining Attorneys and fonmmer

President from October 2000 to October 2006 and Mensber Executive Conmmiuee of time Nevada State I3ars Gaining Law Section since June 2002

Mr Uboldi has served as the Companys Chief Operating Officer since February 2005 Regional Vice President and General Manager of tIme

Companys LAtiberge mitt Lac Casino Resort from February 2004 to February 2005 Vice President and General Manager of the Companys l3elterra

Casino Resort fiom November 2001 to January 2004 President olA Winning Solution gaming consulting company in 2001 and President aiid Chief

Operating Officer of Lady Luck Gaming Corporation casino gaming company from 1993 to 2000
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Audit Committee Report

The following is the report of the Audit Committee with respect to the Companys audited financial statements fhr the fiscal year ended Iccember 31
2007 and the notes thereto

Reuiew with Management

Management is responsible for preparing the Companys financial statements and the reporting trocess including the system of internal control Ihe

Audit Committee in ha oversight role has reviewed and discussed with management the Companys audited financial statements for the fiscal year ended

Dccemhcr 31 2007 and the notes thereto

Itetiew and Discussions with Independent Accountants

The Audit Committee has discussed with Deloittc Touche LLP Deloitte lie Companys independent auditors the matters required to be

discussed by the statement on Auditing Standards No 61as amended AICPA Professional Standards Vol AU section 380 as adopted by the Public

Company Accounting Oversight Board in Rule 3200T

lhe Audit Committee has received the written disclosures and the letter from leloitte rcqttired by Independence Standards Board Standard No
Independence Standards Board Standard No Independence Discussions with Audil Cannittees as adopted by the Public Company Aecounttng

Overaight l3oard in Rule 3600T and has discussed will Deloitte its independence from the Company

Canclustan

Based 01 the review and discussions refentd to above the Audit Committee recommended to the Companys Board of tireetors that the Companys
audited financial statementa be included in the Companys Annual Report on Form 10K for the fiscal year ended lecember 31 2007 for filing with the

Securities and Exchange Commission

SUBMITTED BY THE AUDIT COMM IIFEE OF
tlIE BOARD OF DIRECTORS

John Giovenco Chairman
Michael Omest
Bruce Leslie

Ellia Landau

Stephen Comer

14



SectIon 16a Beneficial Ownership Reporting Compliance

Based
solely upon review of Forms and filed by the Company on behalf of its directors and officers or furnished to the Company by its 10%

stockholders during or with
respect to the year ended December31 2007

purstiant
to Rule l6a-3e oftltc Exchange Act sll required reports on such

forms were timely filed except for an amended Form tiled oim March 112008 on bchaltof Mr Leslie to reflect additional compensation earned and
deferred by Mr Leslie pursuant to the Directors Plan but not included in the original Form filed on January 2008

Security Ownership of Certain Beneficial Owners and Management

The following table sets forth the name number of shares and percent of the outstanding Pinnacle Cotnmoit Stock
beneficially owned as of March 27

2008 except where different date is indicated below by each person known to the Company to be the beneticial owncr of more than 5% of the

outstanding shares of Pinnacle Common Stock each director each named officer and all directors and exectitive officers as group Iti each instance

except as otherwise indicated infoniiatioii as to the number of shares owned and the nantre of ownership has been provided by the individuals or entities

identified or described and is not within the direct knowledge of the Company Unless otherwise indicated below the address of each person or entity listed

below is do Pinnacle Entertainment line 3800 Howard llughes Parkway Las Vegas NV 89169

Shares

ttenelietaily Percent of Shares

Name aiid Address of itenstictat Owner Owned Outstanding

Columbia Wanger Asset Managemnenl L.P 5648000b 9.42%
227 Monroe Street Suite 3000

Chicago IL 60606

BlaekRock Financial Management Inc 4540039c 7.57%
40 East 52nd Street

New York NY 10022

Rowe Price Associates Inc 3968600d 6.62%
IOU East Pratt St

Baltimore MD 21202

llaron Capital Management time 3478000c 5.80%
767 Fitulm Avenue
New York NY 10153

PENN Qipital Management Co nc 31222501 5.2 1%
457 Faddonficld Road Suite 210

Cheny Hill NJ 08002

Daniel Lee 2467Olg 2.04%
Wade Hun dley 512000h
Stephen it Capp 358242i
Michael Ornest

2287623
John Godfrey 31 7000k
John Giovenco

1290001
Lynn Reitnotmer 112115m
Main Ubohdi 123000n
Bruce Leslie 80394o
Janics Martineau 67910p
Richard Goeglein 21000q
Ellis Landau 6000r
Stcplmcmm Coiner 2000
Current directors and executive officers as group 13 persons 3204124 5.11%

Less than one percent 1% of the outstanding common shares

Assumes exercise of stock options beneficially owned by the named individual or etttity into shares of Pinnacle Common Stock Based on 59954181
shares of Pinnacle Common Stock outstanding as ofMarelm 27 2008
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Based solely on information contained in aLt amended Schedule 130 flied with the SEC on January 29 2008 by Columbia Watiger Asset

Management L.P an investment advisor CColurnbia As of December 312007 ColtLnsbia reported beneficially owning 5648000 shares of

Pinnacle Common Stock1 representing 9.44% of the outstanding shares of Pinnacle Common Stock Pursuant to the amended Schedule 130

Cotunibia reported having sole voting power over 5208000 shares of Pinnacle Common Stock shared voting power over 440000 shares of Pinnacle

Common Stock and sole dispositive power over 5648000 shares of Pinnacle Common Stock

Based solely on information contained in Schedule 130 filed with tIme SEC on February 2008 by l3lackRock Inc BlackRoek Parent

holding company for the following investment advisors BlackRoek Advisors LLC BlackRock Capital Management Inc Blackkock Financial

Management Inc BlaekRock Investment Management LLC BlaekEock Japan Co Ltd amid State Street Research Management Co As of

December 31 2007 l3lackRock reported beneficially owning 4540039 shares of Pinnacle Common Stock representing 7.59% of the outstanding

shares of Pinnacle onimon Stock Pursuant to the Schedule 130 l3lackRock reported having shared voting ammd dispositive power with respect to all

of the reported shares of Pinnacle Common Stock

Based solely ott information contained iii Schedule 130 filed with the SEC on February 12 2008 by Rowe Price Associates Inc Price

Associates These secttrities are owned by various individual and institution investors to which Price Associates serves as an investment adviser

with power to direct investments and/or sole power to vote the securities For purposes of the reporting reqtmiretnents of the Securities Exchange Act

of 1934 Price Associates is deemed to be beneficial owner of suclm securities Isowcvcr Price Associates expressly disclaims that it is in fact the

beneficial owner of such securities

Based solely on information contained in Schedule 130 filed with the SEC on February 14 2008 jointly by Baron Capital Group Inc 13CC
BAMCO Inc IJAMCO Baron Capital Managenmcnt Inc 13CM and Ronald llaron tIaron Pursttant to the Schedule 130 BCG reported

the following BCG and Baron arc parent holding companies BAMCO and 13CM arc investment advisers and 13CC I3AMCO 13CM and Baron

are collectively group ii As of December 3l2007 13CC I3AMCO 13CM and Baron beneficially owned 3478000 shares 3301100 shares

173900 shares and 3478000 shares respectively of Pinnacle Common Stock representing approximately 5.8% 5.5% 0.3% and 5.8% respectively

of cite outstanding shares of Pinnacle Common Stock iii BCG and Baron disclaim beneficial ownership of shares of Pinnacle Common Stock held

by their controlled entities or the investment advisory clients thercol to the extent such shares are held by persons other than BCG and Baron iv
I3AMCO and BCM disclaim beneficial ownership of shares of Pinnacle Commaon Stock held by their investment advisory clients to the extent such

shares arc held by persons other than BAMCO BCM and their affiliates 13CC BAMCO BCM and Baron each save sole dispositivc and voting

power as to zero shares of Pinnacle Common Stock vi 13CC BAMCO 13CM and Baron have shared voting power as to 31 96700 shares

3025900 shares 167800 shares and 3196700 shares of Pitmnactc Comnion Stock respectively and shared dispositive power as to 3478000 shares

3301100 shares 173900 shares atmd 3478000 shares of Pinnacle Common Stock respectively vii by virtue of investment advisory agreements

with their respective clients BAMCO and 13CM have been given the discretion to dispose of the Pinnacle Conimnon Stock in the advisory accounts

but alt such discretionary agreements are revocable and viii BAMCO and 13CM are subsidiaries of BCG and Baron owns controlling interest in

BXJ

Based solely on information contained in Schedule 130 filed with the SEC on February 12 2008 by PENN Capital Management Co Inc

PENN atm investment advisor As of December 31 2007 PENN reported beneficially owning 3122250 shares of Pinnacle Common Stock

representing 5.22% of mime outstanding shares of Pinnacle Common Stock Pursuant to the Schedule 130 PENN reported having sole voting and

dispositivc power with respect to all of the reported shares of Pinnacle Common Stock

Includes 1225801 shares of Pinnacle Common Stock which are currently exercisable by Mr Lee or that he wilt have the right to acqutre upon the

exercise of options exercisable within 60 days of March 27 2008 Of the shares of Pinnacle Common Stock beneficially
owned by Mr Lee 3700 are

held and pledged in



marginable brokerage account An additional 2200 shares of Pinnacle Common Slack are held in brokerage account for the benefit of Mr Lees
daughter of which he is the custodian and under the SEC rules the beneficial owner Also includes 9000 shares of restricted stock beneficially owned
by Mr Lee

Includes 487000 shares of Pinnacle Common Stock which are currently exercisable by S4r
1-lundley or that he will have lie right to acquire upon the

exercise of options exercisable within 60 daya of March 27 2008 Also includes 6000 shares of restricied stock beneficially owned by Mr Hundley

Includes 346739 shates of Pinnacle Common Stock which are currently exercisable by Mr Capp or thai he will have the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008 An additional 6503 shares of Pinnacle Common Stock arc held by Mr Capp in

Pinnacles 40 1k plan Also includes 3000 shares of restricted stock beneficially owned by Mr Capp

Includes 27400 shares of Pinnacle Common Stock which are currently exercisable by Mr Ornest or that he will have the right to acquire upoti
the

exercise of options exercisable within 60 days of March 27 2008 These shares also include 91362 shares of Pinnacle Common Stock owned by the

Harry and Ruth Oniest Trttst with
respect

to whose shares Mr Ornest has beneficial ownership These shares include 110000 shares of Pinnacle

Common Stock owned by the Michael Orneat Trttst with respect to whose shares Mr Ornest has beneficial ownership These shares exclude 60000
shares of Pinnacle Common Stock owned by the Ornest Family Foundation as to which Mr Orneat has no interest

10 Includes 310000 shares of Pinnacle Common Stock which are currently exercisable by Mr Godfrey or that lie will have the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008 Also includes 3000 shares of restricted stock benelieially owtied by Mr Godfrey

Includes 39000 shares of Pintiacle Common Stock which arc eutrently exercisable by Mr Giovenco or that he will have the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008

Includes 45000 shares of Pinnscle Common Stock which are etirrently exercisable by Mr Reitnouer or that lie will ttave the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008 Also includes 17115 shsres of Pinnacle Common Stock credited to

Mr Reitnoucrs deferred compensation aeeostnt uiider the Directora Plsti

Includes 118000 shares of Pinnacle Common Stock which are currently exercisable by Mr Uboldi Also includes 3000 shares of restricted stock

betiefieially owned by Mr tJbohdi

Includes 39000 shares of Pinnacle Common Stock which are currently exercisable by Mr Leslie or that he will have the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008 Also includes 27394 shares of Pinnacle Common Stock credited to Mr Leslies

deferred compensation account under the lirectors Plan

Includes 48000 shares olPinnacle Comtiion Stock which are currently exercisable by Mr Martineau or that lie will have the right to acquire tipon
the

exercise of options exercissble within 60 days of March 27 2008 Also includes 12119 shares of Pintisehe Common Stock credited to

Mr Martincaua deferred compenaation aecoutit titider the Directors Plan

Includes 21000 ahares of Pinnacle Common Stock which are currently exercisable by Mr Goeglein or that he will have the right to acquire upoit
the

excrciae of optiona exercisable within 60 days of March 27 2008

Includes 5000 shares of Pinnacle Common Stock which are currently exercisable by Mr Landau or that he will have the right to acquire upon the

exercise of options exercisable within 60 days of March 27 2008

Transaetiotis witit Related Persons Protnotera and Cestaiti Control Persons

The Compattys Audtt Committee charter requires that the Attdit Committee review on an ongoing basis sttd approve or disapprove all related party

transactions that are required to be disclosed by Item 404 of Regulation SK
Daniel It Lee the Companys Chainnan and Chief Executive Officer holds SI million in aggregate principal antoutit of the Companys 8.25% senior

suborditiated notes due 2012 which he acquired in periods prior to 2006
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As holder of the notes Mr Lee is entitled to receive semiannual interest payments on the notes in March 2004 the Execut lye Committee of tile

Cornpautys board ofdireeLors approved ML Lees acquisition of $500000 in
principal amount of the notes he holds since those notes were acquired

directly from the Company In November 2005 Mr Lee acquired the other $500000 in principal amount of notes in the open market Such open market

purchase did not require either the Executive Committees or Audit Committees approval Mr Lees acquisition of such portion of the notes and the receipt

of interest payments thereon were acquired in the open market and
ally benefits lse received in

respect
of the notes were afforded to all holders of the notes

on pro rata basis

PROPOSAL

APPROVAL OP AN AMENOMENI TO 2005 EQUITY AND PERFORMANCE INCENTIVE PLAN
item No on Proxy Card

Background

In 2005 the Board of Directors adopted and the stockholders approved the Companys 2005 Equity and Perfonnaitce Incentive Plan The original

2005 Plan authorized for issuance up to an aggregate of 3000000 shares of Pinnacle Common Stock plus any shares subject to awards granted ullder the

lrior Plans atid lndividuai Arrangements as such temia are defined in the 2005 Plan which arc forfeited expire or otherwise tenninate withottt the issuance

of shares or are settled for cash or otherwise do not result in the issuance of shares on or after the effective date of the 2005 Plan As of March 27 2008
263540 shares remained available for future gratlts of awards under the 2005 Plan excluding any additional shares available under the 2005 Plan ass result

of future forfeiture expiralioti or other termitlation of awards utlder the Prior Platla atsd Individttal Arrangements Accordingly the Board of Directors has

detennined that it is itt tile best interests of tile Company to increase the number of shares that may be issued upon exercise of awards grattted under the

2005 Plan by 1750000 and to increase the maximum number of awards under tile 2005 Plan that may be issued as incentive stock options from 3000000
to 4750000 shares

At the Attntial Meeting of stockilolders held on May 10 2006 the stockholders of the Company approved all amendment to tIle 2005 Plan to increase

by 1500000 the lumber of shares of Pinnacle Common Stock that may be issued under the 2005 Plan and to increase tile nlaxinlttnl number of awards

under the 2005 Plan that may be issued as incentive stock oltiona from 3000000 to 4500000 sllares in the event that tile Company cottsummated the

thenproposed acquisition of Aztar Corporation the Axtar Amendment The Company did not consumttiate such acquisitioit luld thus tile increase ill Ilte

maximum number of shares available and the incentive stock option limit under the 2005 Plan never became operative Accordingly it ia
tiecestary

to

remove the changes to Ihe 2005 Plan made by tile Aztar Amendment

ihe Compatty ia also making other techtucal atiiendnients to tIle 2005 Plan including clarifying tite stockholder reapproval requiretnents pursuant to

Section 162m of the Code as defined below as set forth in Section 13-12 of the 2005 Plan so that the fiveyear stockholder approval requirement runs

from the later of the last stockholder reapproval date or the effectiveness of the 2005 Plan

Proposal

The tenus of the 2005 Plan assuming that the stockholders approve this Proposal are described below utlder Summary of the 2005 Plan lise

2005 Plan ts ettaeiled in titis Proxy Statement as Appendix atld reflects tile proposed amendment to tite 2005 Plan The proposed amendmetlt to the 2005

Plan would increase tlse ttttmber of shares of Pinnacle Common Stock that may be issued utider the 2005 Plan by 1750000 would increase the maximum
number of awards under the 2005 Plan that may be issued as incentive stock optiotis front 3000000 to 4750000 shares would remove tile changea made

by the Aztsr Amendment described above and make certairt other tecilnieal atnendmetlts
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The Hoard of Directors believes that the proposed ametidment to the 2005 Plan with
respect to the increase in shares is ncccssary to ensure that the

Company maintains the ability in the future to continue to attracl and retain highly qualified officers and other employees by providing adequate incentives

through the issuance of stock awards As of March 27 2008 263540 shares remained available for future grants
of awards under the 2005 Plan excluding

any additional shares available under the 2005 Plan as result of fttture forfeiture expiration or other tennination of awards under lie Prior Plans and

Individual Arrangements lite amendment to the 2005 Plan is therefore necessaty to cnsm-e that enough sharea will be available for the issuance of stock

awards so as to incentivize and retain key employees of the Company which can assist in maximizing the Pill potential
of stockholder value

Accordingly stockholders are requested to approve the amendment to the 2005 Plan to increase by 1750000 the maximum number of shares of

Pinnacle Coinmoti Stock that may be issued or subject to awards tintler the 2005 Plan to increase the maxitiluni number of awards under the 2005 Plait that

may be issued as incentive stock options from 3000000 to 4750000 shares and to make other technical amendments including removal of the changes

made by the Axtar Amendment

Required Vote

Aftinnative votes representing majority of the votes cast FOR AGAINST or ABStAlN with respect to the prottosat
in person or by proxy

and entittcd to vote at the Annual Meeting will be required to approve this proposal provided that the total votes cast on the proposal represent
more than

50% of alt shares entitled to vote on the proposal According to NYSE rules vote to ABSTAIN Ott the proposal wilt be considered as vote cast with

respect to such matter and will ltavc the same effect as vote AGAINST the proposal Broker non--votes will have no effect on the proposal ttnless the

votes otherwise cast constitute less than over 50% of all sltares entitled to vote on the proposal

New Plan Benefits

For 2008 the dollar value of awattla under the 2005 Plan are not eurretttty
determinable becatisc such amounts arc dependent ott the Companys

tutturc performance and future grants which have not yet
been determined

lIIE BOARD OF DIRECTORS RECOMMENDS VOTE FOR APPROVAL OF THE AMENDMENT 10 THE 2005 EQUITY ANt

PERFORMANCE tNCENTIVE PLAN

Purpose of the 2005 Plan

The Board of tirectors believes that the 2005 Plan ss proposed to be amended is necessary to ensure that the Company maintains the ability in the

future to continue to attract and retain highly qualified officers and other employees by providing adequate incentives through the issuance of stock options

stock appreciation rights restricted stock other stock unit awards and performance awards use 2005 Plan as proposed to be amended will also permit the

award of other stock unit awards or performance awards payable in cash or shares or the award of restricted stock with restrictions
lapsing on the

attainment of performance goals to certain executive officers of the Company which wilt
qualify as perfonnanee based compensation under

Section 162m of the Internal Revenue Code of 986 as amended the Code aa discussed betow

Status of Prior Plans and Individual Arrangements

Upon time approval of the 2005 Plan at the 2005 Annual Meeting the Company canceled the Prior Plans so that no further
grants or awards will be

made ttndcr tIme Prior Ptans Ilowever grants and awards made under the Prior Phatss before their cancellation eontintte to be in effect In addition the

Individual Arrangements granted to Messrs Lee and Capp concurrently with their hiring in 2002 and 2003 respectively continue to be in effect
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Summary of the 2005 Plan

The following is summary of the key provisions of the 2005 Plan assuming that stockholders approve his Proposal This summary does not

purport Lobe complete description of nil the provisions of the 2005 Plait and it is qualified in its entirety by reference to he full text of lie 2005 Plan

copy of the 2005 Plan is attached as Appendix 13 to this Proxy Statement Any stockholder who desires to obtain copy of the 2005 Plan may do ao by

written
request

to the Secretary of the Company at 3800 Howard Hughes Parkway Las Vegas Nevada 89169

Shares Subject to the 2005 Plan

Up to an aggregate of 4750000 assuming that this Proposal is approved by the stockholders shares of Pinnacle Common Stock plus any shares

subject to awards granted under the Prior Plans and Individual Arrangements which are forfeited expire or otherwise terminate without issuance of Shares

or are settled for cash or otherwise do not result in the issuance of Shares on or afler the effective date of the 2005 Plan are attthorized for issuance under

the 2005 Plan However the maximum number of awards tinder the 2005 Plan that may be issued as lSOa as dofitted below will be 4750.000 shares

assuming that this Proposal is approved by the stockholders Any shares that are subject to awards of options or stock appreciation tiglus shall be

counted against thia limit as otte share for every one share granted Any shares that are subject to awards other than options or stock appreciation rights

including shares delivered on the settlement of dividend equivatents shall be counted against this limit as 1.4 shares for every one share granted The

aggregate number of shares available under the 2005 Plan and the number ofaltarea subject to outstsnding options will be increased or decreased to reflect

any changes in the outstanding Pinnacle Common Stock by reason of any recapitalization spinoIl reorganization reclaaailication stock dividend stock

split reverse stock split or similar transaction

If
atiy shares subject to an award under the 2005 Plats or to an award ttnder the Prior Plans or Individual Arrangetnents are forfeited expire or are

terminated without isattance of such shares or are settled for cash or otherwise do not result iii the issuance of such shares the shares shall again be

available for awards under the 2005 Plan Any shares that again become available for grant shall be added back as one share ifsueh shares were subject to

options or stock appreciation rights granted under the 2005 Plan or options or stock appreciation rights granted under the Prior Plans or Individual

Arrangements attd as 1.4 shares tfstich shares were subject to awards other lien options or stock appreciation rights granted under the 2005 Plan Shares

which are received or withheld by the Company to satisfy tax liabilities arising frotn the grant or exercise of an option or award or as result of the use of

shares to pay the option price shall not again be available to awards under the 2005 Plan

In assessing compensation and establishing Ilte Companys equity attd perfotinance based plans the onipensation Committee will take into account

measures used within the industry
that it fittds to be in the best interests of the Company The Compensation Committee will also consider guidance

regarding compensation that is or becomes available from stockholder rights organizations and similar extemal sources

Eligibility and Participation

All employees including officers directors and consultants of the Company or any subsidiary are eligible for selection to receive awards under the

2005 Plan subject to the following restrictions no ISO may be granted to any person who at the time of grant is not an employee of the Company ot

any subsidiary and no participant may he granted options or stock appreciation rights during any 2month period with
respect

to more than 500000
shares no participant may be granted restricted stock performance awards and/or other stock unit awards list are denominated in shares in any

12month period with
respect

to more than 750000 shares and the maximum dollar value payable to any participant in any 12month
period

with

respect to perfortitance awards and/or other stock unit awards that are valued with reference to cash or property other than shares is $2500000 excluding

awards denonsinated by reference to number of shares The share limitations set forth above are subject to adjustment in the event of reorganization

spinoff recapitalization reclassification stock dividend stock split reverse stock split or similar transaction during any tiscal year of the Company or

portion
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thereof If an option or stock appreciation right expires or terminates for any reason without having been exercised in fiJi or if any award is cancelled the

tinpurchased shares subject lo list expired or terminated option or stock appreciation right or cancelled award continue to be counted against the maximum

number of shares for which options or stock appreciation rights or other awards may be granted to participant during 2mouth period Subject to snch

limitations an individual who has been granted an option or stock appreciation right or other award may if such individual is otherwise eligible be granted

additional options or stock appreciation rights or oilier awards as the Compensation Committee may determine

Administration of the 2005 Plan

The 2005 Plan shall be administered by the Compensation Committee of the Board of Directors consisting
of two or more directors of the Company

who are both nonemployee directors within the meaning of Rule 6b3 of the Exchange Act and outside directors within the meaning of

Section 162m of the Code the Compensation Committee has extremely broad discretion and power in interpreting suid operating the 2005 Plan and in

deennining the employees directors and consultants who shall be psrticipants and the terms of individual options stock spprceiation rights restricted

stock other stock unit awsrds performsnce awards and dividend equivalents lo the extent permitted by applicable law the Compensation Committee msy

delegate to one or more directors or oflmccra the authority to grant awsrds to employees or officers who are not directors covered employees whose

compensation is subject to the limnits of Section 162m of the Code or officers subject to the ahortswitig rules of Section 16 of the Exchange Act For

description of the limitation on deductibility utider Section 162m of the Code for compensation paid to certain cxcctttivc officers see Federal Income

Tax MattersSI 000000 Limit on Deductible Compensation

Iypea of Awards

Awards tinder the 2005 Plan may consist of options stock appreciation rights restricted swck other stock unit awards performance awsrds or

dividend equivalents The nature of each of such types of swsrds is discussed below Each award will be made by an award agreement whose fonu and

content shall be detennined by the Compensation Cnnimiuee in its discretion conaistent with the provisions of lie 2005 Plan the terms oI award

agreements for particular type ofaward need not be unifonii

Type of Optiona

Two types of options may be granted under the 2005 Plan options intended to qualify as incentive stock options lSOa under Section 422 of the

Code and options not so qualified
for favorable federal income tax treatment NSOs

Stock Appreciation Rights

The Compensation Committee in its discretion may also issue stock appreciation rights to employaes consultants atd directors of the Company

stock appreciation right is right to receive payment based on the increase in the fair market value of shsre slier the date of grant The Compensation

Committee may deternsitie in its diseretioti that stock appreciation right will be paid out in cash or in shares on its exercise the number of shares that

may be issued on he exercise ofa stock appreciation right
shall be detenuincd by dividing the total number of shares as to which the stock

appreciation

right is exercised multiplied by the amount by which the fair market value of one share on the exerciac date exceeds the fair market value of one share on

the date of
grant

of the stock appreciation right by the fair market value of one share on the exercise date provided however hat fractional shares shall

not be issued and in lieu thereof cash adjustment shall be paid In lieu of issuing
shares on the exercise of stock appreciation right the Cotnpcnsstion

Committee nay in its sole discretion elect to pay the cash value of such shares The Compensation Committee wilt not however take any action regarding

stock appreciation right or otherwise under the 2005 Plan that eotild subject participant to penalty tax under Section 409A of the Code
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Restricted Stock

The Compensation Committee in its discretion may also grant awards of restricted stock to participants Restricted stock shall be shares granted or

sold to participant that are subject to vesting restrictions based on continued emptoyment or attainment of performance goals

Other Stock Unit Awards

The Compensation Committee in its discretion may grant other stock unit awards which aic awards valued in whole or part by reference to or

otherwise based on shares Other stock unit awards shalt be subject to such conditions and restrictions as may be detennined by the Cotnpensstion

Committee and nay be payable in the font of cash or shares

Performance Awards and Code Section 162m Provisions

lhe Compensation Committee in its discretion may issue performance awards to participants the payment of which will be detcnnined by the

achievement of performance goats over performance period Upon the grant of perfortnsnce award the Compensstion Committee shall detennine the

relevatit performsnce goals attd the performance period lhe performance based award provisions of the 2005 Plan permit the Company to grant

performance awards to executive officers of the Company whose compensation is subject to the deductibility limit of Section 162m of the Code that will

qualify as performance based
eornpensatiott and that will thus be deductible without regard to the deductibility limit Similarly these provisiomts of the

2005 Plan permit the Company to provide that the vesting of restricted stock and Ilte vesting or paytnent of any other stock unit award granted to such sn

execotive officer will be subject to the achievement of the objective performance goals over performattee period and thus satisfy tlte requirements to be

performance based compensation which is deductible without regard to the deductibility limit rho Cotnpensstioit Committee may also
grant

awards that

are not performance based and that will be
subject to the deductibility limit of Section 162m if it determines thst such awards are in the best interests of

tlte Company

The pcrfonnanee goals shall be based on the attsintnent of specified levels or growth ofoite or aity
cotnbination of the following net sales pretax

income before allocation of corporate overhead and bonus earnings per share iiet income division group or corporate financial goals rctum on

stockholders equity return on assets attainment of
strategic

and
operational initislives appreciation in amtdfor maintenance of the price of the shares or any

other publiclytraded aecurities of the Company market share gross profits earnings before taxes earnings before interest amid taxes eamimsgs before

interest taxes depreciation and amortization economic valueadded models comparisons with various stock market indices reductions in costs and/or

return on invested capital of the Company or any affiliate division or business unit of the Company for or within which tlse participant is primarily

employed Such performance goals also
insy

be based solely by reference to the Companys performance or the performance of an affiliate division or

business unit of the Company 01 based upon the relative performance of other compsnies or upon comparisons of any of the indicators of pcrfoniisnce
relative to other companies ln

setting performance goals the Compensation Committee may specify objective adjustments to any of the foregoing measures

for items that it detctinines will not properly reflect the Cotripanys financial performance for these purposes such as the writeoff of debt issuance costs

preopening and development costs gain or loss from assel dispositions asset or oilier impaimient charges litigation settlement coats and other

nonroutine items that the Compensation Committee foresees may occur during the performance period The Competisation Committee may also exclude

the impact of an event or occurrence which the Compensation Committee detenuines stioutd appropriately be excluded including restructuringa

discotitinucd operations and charges for extraordinary items an event either not directly related to the operations of the Company or not within the

reasonable control of the Companys management or ehatige in accounting standards required or recommended by generally accepted accounting

prineip lea

TIte performance period shall be detertnined by the Compensation Committee but shall iiot be shorter than six months nor longer than live years
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Performance awards will generally be paid only after the end of the relevant perfonnance period and may be paid in caah shares other property or

ally
combination thereof in the sole discretion of the Compensation Committee at the time of payment

In the case of any performance awards restricted stock or other atock unit award that is intended to constitute performance based conipensation

the perfonnance goals and other terms and conditions of the award will be set by the Compensation Committee within the time prescribed by

Section 162m and the regulations thereunder If tlse performance period ia 12 months or longer such performance goals must be set by the Compensation

Comniittee within the first 90 days of the performance petiod

The Compensation Committee may adjust downward but not upward the amount payable to any executive officer of the Company under any award

that is intended to constitute performance based compensation under Section 162m lhe Compensation Committee may not waive the aehievcinent of

the applicable perfonnanee goals tinder Section 162m except in the case of death or disability of lie participant or the occurrence ola
ettsnge

in control

of the Compaisy

Before the vesting payment settlement or lapàing of any restrictions with
reapect

to any award tlsat is intended to constitute performance based

compensation tinder Section 162m tile Compensation Committee shall certi ly in writing that the applicabte performance criteria have been achieved to tile

extent necessary for such award to qualify as performance based compensation within the meaning of Section l62m

The Compensation Committee shall have the power to inspose such other restrictions oti awards intended to constitute performance based

compensation as it may demo necessary or appropriate to ensnre that such awaids satisfy all requirements to constitute performance based compensation

within the meaning of Section 162m or which are not inconsistent with such requirements

Unless affirmative votes representing majority of the votca cast under applicable law or rules approve the continuation of he performance based

Compensation provisions of the 2005 Plan at the first duly constituted meeting of the stockholders of the Company that occora in the fifth year following tile

later of effective date of tIme 2005 Plan or ii the then most recent reapproval of the perfonnance based compenaation provisions of the 2005 Plan no

awards oIlier than stock options or stock appreciation rights shall be made under the 2005 Plan tollowing tIme date of such meeting to executive officers of

the Company whose compensation is subject to the deduction limit of Section t62m Under currently applicable law or rules to be duly constituted

niajonty otthc sharea of
capital

stock outstanding and entittcd to vote would have to be present in person or by proxy at the meeting at which stockholders

vote to approve the continuation of the performance based cotnpensation provisions of the 2005 Plan

Dividend Equivaleitts

The Compensation Committee in its sole discretion may detennine that participant who receives an award will also be entitled to receive currently

or on deferred basis eaah stock or other property dividends or cash payments in amounta equivalent to stock or other property lividenda on shares

dividend equivalents with
respect

to the number of shares covered by the award The Compensation Committee may also provide that such amounta if

any shall be deemed to have been reinvested in additional shares or otherwise reinveatcd tn the event of recapitatization reorganization spinoff

reclassification stock dividend stock split reverse stock split or similar transaction the Compenastion Committee may in its discretion make an

appropriate adjustment to dividend equivalents

Option and Other Award Price

lime purchase price for shares covered by each option shall not be less than 00% of the faii market value of such shares on the date of grant but ifan

ISO is granted to 10% stockholder of the Company or its anbsidiaries measured by ownership of voting power the purchase price otan ISO shall not be

less than 110% of the fair
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market value ofatich shares on the date of grant The base price for stock appreciation right shall not be less than 100% of the fair market value of shares

as of the date of grant The Compensation Committee in its discretion may determine the purchase price if any for restricted stock other stock unit

awards and performance awards

Exercisability of Options and Stock Appreciation Rights Vesting of Restricted Stock and Other Awards

The Conipensalion Committee shall determine when and under what conditions any option or stock appreciation right shall become exercisable and

when restricted stock other stock intit awards aid performance awards shall become vested However there isa limit on the number of options that

become exercisable for the first time in any year that can be lSOa In any year the options that become exercisable for the first titne can be treated as tSOs

only to the extetst that the aggregate fair tnarket value of shares of Pinnacle Common Stock with such Iir market value clctermitied as of the date of grant

of the options covered by the options does not exceed 5100000 Any options that first become exercisable in the year in excess of this limit shall be ueated

as NSOs The purchase price of shares on the exercise ofan option shall be paid in full at the tinie of exercise in cash or by check payable to the order of the

Company or subject to tltc approval of the Compensation Committce and subject to applicable law by the delivery of shares of linnacle Common Stock

already owned by the participant throtigh brokers exercise involving the itntnediate sale or pledge of shares with vaitte sttfficient to pay the exercise

price or by ally other method permitted by applicable law The Cotnpensation Committee shall deteniiine in its discretion the fonn of any payment for

restricted stock other stock unit awards and performatice shares

Duration of Options and Stock Appreciation Rights

Each option or stock appreciation right shall expire on the date specified by the Compensation Contmittee but not later than 10 years from the date of

grant tSOs granted to 10% stockholders of the Company measured by ownership of voting power shall expire not later thaii five years frotn the date of

grant

No Repricing

The Compensation Committee hat ito authority to reprice any option to reduce the base price of any stock appreciatioti right or cancel any option

when the fair market valtie of shares is less than the options exercise price per share

Tertnlnatlon of Employment Death or Disabiltty

If participant ceases to be employed by the Company or any of its subsidiaries for any reason other than termination for
cattae

death or pcrtnaitent

disability the participants optiona that vere vested aisd exercisable shall rentain exercisable until the end of the original temi or for maxiniuni period of

90 days after the terniitiatiott of employment whichever is earlier unless otherwise dctennined by the Compensatioti Committee in an individual option

agreement or otherwise If
participant dies or becomes permatiently disabled the participatils vetted and tinvested options shall be exercisable for the

remainder of their original term or for 36 months after the date of death or permanent disability whichever is earlier unless otherwise determined by the

Compensation Committee in an individual award agreement or otherwise After participants death options may be exercised by the person or persons to

whom the participanta rights pass by will or the laws of descent and distribution Unless the Compensation Committee determines otherwiae in its

discretion similar rules shall apply to stock appreciation tights The treatment of each award of restricted stock other stock unit award or performance

award ott the termination ofeniployment death or disability of lie
participant shall be determined by the Cotnpensation Committee in its discretion If

participants employment is terminated for cause all olhis or her awards may be initnediatcly terminated and canceled in the Compensation Cosnniittees

discretion
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Certain Corporate Traitsactions

Upon tIle happening of merger reorganization or sale of substantially all of the assets of the Company or other change of control events specified
in

the 2005 Plan the Compensation Committee may in its sole discretion do one or more of the following shorten the period during which options and

stock appreciation rights are exercisable provided they remain exercisable for at least 30 days after the date notice of such shortening is given to the

participants ii accelerate any vesting schedule to which an option stock appreciation right restricted stock other stock unit award or performance award

is subject iii arrange to have the surviving or successor entity or any parent entity
thereolassunie the restricted stock other stock unit awards stock

appreciation rights or options or grant replacement options or stock appreciation rights with appropriate adjustments iii the option prices and adjustments in

the number and kind of securities issuable upon exercise iv cancel options upon payment to the
participants

in cash of an amount that is the equivalent
of

the excess of the fatr market value of the Pinnacle Common Stock at the effective time of the merger reorganization sale or other event over the exercise

price of the option to the extent the options are vested and exercisable and cancel stock appreciation rights by paying ttse value thereof or make any

other modification or adjustment that the Compensation committee deems appropriate and fair in its discretion lhe Compensation Committee may also

provide for one or mole of the foregoing alternatives in
ally particular

award agreement

Rights as Stockholder

The recipient of an option or stock appreciation right will ltavc ito rights as stockholder with respect to shares of Pinnacle Common Stock covered

by an option or stock appreciation right until the date such recipient becomes holder of record of such shares unless the Compensation Committee in its

discretion elects to grant the participant dividend equivalent rights in connection with such option or stock appreciation right The recipient of restricted

stock or ofan otltcr stock unit award will generally have all the rights of stockholder with respect to the shares of Pinnacle Common Stock issued pursuant

to such award including the right to vote such shares but any dividends and distributions with respect to such shares will generally
be

subject to the satne

vesting restrictions if ally as tlte underlying shares

Assignability of Options Stock Appreciation Rights anti Other Awards

An ISO graitted under the 2005 Plan shall by its tcnns be nontransferable by the
psrticipattt citlter voluntarily or by operation of law other than by

will or the laws of descent and distribution and shall be exercisable during the participants lifetime only by him or her Any sward issued under the 2005

Plan other than an ISO shall be nontranaferable by the participant either voluntarily or by operation of law other than by will or the laws of descent and

diatribuliori except as the Compensation Committee may determine in its discretion With the consent of the Compensation Committee an award under the

2005 Plan other than an ISO may be assigned in whole or in part during the participants lifetime by gift to one or more niembcrs of tile participants

immediate family or to trust for their benefit

Duration Termination and Amendment of the 2005 Plan

The 2005 Plan became effective on the date of its adoption by tlte Board on April 12005 The 2005 Plan shall continue in effect tbr 10 years

thereafter The Board of Directors however may suspend or terminate the 2005 Plait at any time However unless affinnative votes representing majority

ot the votes cast utider applicable law or rules approve the continuatiott of the perfomiance based eompeitsation provisions of the 2005 Plan at the first

duly eonstittited meeting of the stockholders of the Contpany that occurs in the fifth year following the later ofi effective date of the 2005 Plan or ii the

then most recent reapproval of tile performance based compensation provisions of the 2005 Plan so awards other than options or stock spisreciation

rights shall be made under the 2005 Plait following the date of sttclt meeting to executive officers of the Company whose compensation is sttbjcct to the

deduction limit of Section 62m Uitder currently applicable rules to be duly constituted majority of the shares of capital stock outstanding and entitled

to vote
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would have to be present in person or by proxy at the meeting at which stockholders vote to approve the continuation of the performance based

compensation provisions of the 2005 Plan The suspension or tenuination of the 2005 Plan will generally not alTeet the validity of any option stock

appreciation right restricted stock other stock intit award perfonance award or dividend equivalent outstanding on the date of temilnation

The l3oard of Directors may also amend the 2005 Plan at any titne except that the Board of Directors will not amend the 2005 Plan in way which

violates Rule lób3 of the Exchange Act The l3oard of Directors will not amend the 2005 Plan without obtaining stockholder approval to increase the

number of shares that may be the stibject of awards under the 2005 Plan expand the
types

of awards available tinder the 2005 Plan materially

expand the class of persons eligible to participate in the 2005 Plan amend any provision prohibiling the Compensation Committee from repricing

options or taking similar action increase the maximum permissible term of any option amend the limits on grants of awards to any participant during

12month period or make any modification that requires stockholder approval under applicable law Furthermore no amendment of the 2005 Plan

sliatl amend or impair any rights or obligations tinder any awartl theretofore granted utder the 2005 Plan without the written consent of the holder of the

affected awartL

Federal income Tax Matters

The following discussion of federal income tax consequences does not puiport to be complete analysis of alt of the potential lax elTects of the 2005

Plan It is based upon laws regulations rulings and decisions now in effect all of which are subject to change No infoi-niation is provided with respect to

persons who are not citizens or residents of the United States or foreign state or local tax laws or estate and gilt tax considerations In addition the tax

consequences to particular participant may be affected by matters not discussed above ACCORDINGLY EACH PARFICI PANT IS URGED TO

CONSULT H1S OR HER TAX ADVISOR CONCERNING THE FAX CONSEQUENCES TO FIlM OR HER OF THE 2005 PLAN INCLUDING TIlE

EFFECTS OF STATE LOCAL FOREiGN AND OTHER TAX LAWS AND OF CHANGES IN THE TAX LAWS

The 2005 Plan is not subject to any of the provisions of the Employee Retirement Income Security
Act of 1974 ERISA and is not qualified under

Section 401a of the Code

Non Qua fled Stock Options

Under current federal income tax law the grant elan NSO has no tax effect on tlte Company or the participant If the shares of Pinnacle Common

Stock received on the exercise of an NSO are not subject to restrictions on transfer or risk of forfeiture the exercise of the NSO will result in ordinary

income to the participant equal to the excess of the fair market value of the shares at the time of exercise over the option price The participants tax basis in

the shares will be equal to the option price plus the amount of ordtnary income recognized 111011 the exercise of the option Upon any subsequent disposition

of the shares any gain or loss recognized by 110 participant will be treated as cspitsl gain or loss and will be longtenu capital gain or loss if hlte shares are

held for more than one year after exercise At the lime of recognition of ordinary iticotne by the participant upon exercise the Company will normally be

allowed to take deduction for federal income tax purposes in an amount equal to such recognized ordinary income

lIthe shares received on the exercise ofan NSO are subject to restrictions on transfer or risk of forfeiture e.g vesting condition ttifferest rules

will apply and the tax consequences will depend ott whether the participant makes au election under Section 83b of the Code withiti 30 days after cxerciae

of the option lithe
participant

does not make Section 83b election the participant will recognize ordinary income when the shares vest in sit amount

equal to the excess of tlte fair market value on the date of vesting over the exercise price In that ease the participants basis in the shares will be the fair

market value of the shares ott the date of vesting and the participants holding period will begin on the date of vesting Upon any later disposition of the

shares any gain or loss that the participant recognizes will be capital gain or loss and will be long--term capital
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gain or toss if the participant holds the shares more than one year after vestittg The Company wilt be at towed deduction for federal income tax purposes

when die shares vest equal to the amount of ordinary income die participant recognizes

On the other hand if the participant makes Section 83b election the participant
wilt recognize ordinary income at the time of exercise equal to the

excess of the fair market value on tlae date of exercise over the exercise price The Company wilt be allowed deduction for federal income tax purposes on

tite date of exercise equal to tlte amount of ordinary income he or she recogtiizes The participattts basis in the shares will generally begin on the date of

exercise and the participants basis in the shares will generally be the option price increased by the auaount of ordinary income the participant recognized at

the time of exercise Upon any later disposition of the sttares any gain or loss that the participant recognizes will be capital gain or loss and will be

longterm capital gain or loss if the participant holds the shares more than one year after exercise However if the participant later forfeits the shares the

participant wilt recognizes capital loss
equal to excess if sity of the option price over any amount the participant

receives from the Company ott the

forfeiture In other words ifs participant makes the Seetioti 83b election and thereby recognizes ordinary income on the dale of exercise the participant

will receive no corresponding deduction or loss if the participant later forfeits the shares for the amottnt of ordinary income the participant recognized

Incentive Stock Options

The federal itteome tax consequences associated with ISOs are generally more favorable to the participant
and less thvorable to the Company thati

those associated with NSOa Under current federal ineotne lax law the grant of an ISO does not result in income to the participant or in dedtLetion for the

Company at the time of the grant Generally the exercise ofan ISO will not result in income for the participant if the participant does not dispose of the

aharea within two years after the date of
grant or within one year after the date of exercise lfthese requirements are met the basis of the shares of Pinnacle

Common Stock
upoti

later disposittott will be the option price any gain on the later disposition will be taxed to the participant ss longterm capital gain

and the Comparty will not be entitled to deduction The excess of the msrket value on the exercise date over the option price is an adjustment to regular

taxable income in determining alternative minimum taxable income whiels could cause the
psrtictpsitt to be subject to the alteniativc minimum tax thereby

itt effect depriving the participant of the tax benefits of ISO tresttnent If the participant disposes of the shares before the
expiration

of either of the holding

periods described above Disqualtfytng tisposition the participant will have compensation taxable as ordinary income and the Company will

normally be entitled to deduction equal to the lesser ofa the fair market value of the shares on the exercise date minus the option price or the

amount realized on the disposition minus die option price IF the price realized in any such Disqualifying lispositioti of the shares exceeds the fair market

value of the shares on the excrctsc date the excess will be treated aa loutgtenn or shorttenu capital gain depcndittg on the participants holditig period for

the shares

Stock Appreciation Rights

participattt holding stock appreciation right will
recogttize ordinary income on the exercise of the stock

appreciation right equal to the amount of

cash or the fair market value of the shares he or sIte receives on the exercise Ilte Cotnpany will receive tax deduction iti the sanie amount Upoii

disposition
of the shares acquired the

participant will recognize the appreciation or depreciation Ott the shares after the date of grant ss either shorttcm or

longtcnu capital gain or loss depending on how long tlte shares have beets held

Other Aworcis

The taxation of an award other titan an optiott or stock appreciation right depends oti whether or not it cotisists of restricted stock i.e stock sttbjcet

to vesting restriction based on eotttittued etnploytiient or attsitirnent of perfotmanee goals If any other stock unit award or performance award does not

consist of reattietcd stock and is not settled in restricted stock the participant will recognize ordinary income on she
receipt
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of cash or shares equal to the amount of cash or the excess of the fair market value of the shares over the amount if any that the participant pays for the

shares lhe Company will receive tax deduction in the same amount Upon disposition of the shares acquired the participant will recognize the

appreciation or depreciation on the shares alter the date of
grant as either shortterm or longterm capital gain or toss depending on how long the shares

have been held

In general no taxable income will he recognized by participant at the time restricted alock is granted Generally on the date the restricted stock

becomes vested the participant will recognize ordinary income in an anlount equal to the difference between the fair market value of the shares on the date

the shares vest and the purchase price and the Company wilt receive tax deduction for the same amount Upon disposition of the shares acquired the

participant wilt recognize the appreciation or depreciation on the shares after the date of vesting as either shortterm or lnngterm eapitat gain or loss

depending on how tong the stisres twve been held

Alternatively participant may elect to make an election under Section 83b of the Code with
respect to unveated shares Ifs participant makes

Section 83b eleetiots with the Internal Revenue Service within 30 days from the date of grant tIre participant will recognize ordinaty income in sit amount

equal to the difference between the fair market ssttte of the shares on the date of grant and the purchase price and the Company wilt receive tax deduction

for the ssme amount If the participant makes timely Section 83b election the participant will not recognize ordinary income when the shares vest Upon

disposition of the shares acquired the participant will recognize the appreciation or depreciation on the shares after the date of grant as either shorttenis or

longterm capital galls or toss depending on how tong the shares have been held If the participant forfeits nnvested shares the participant will recognizes

eapitat toss equal to the excess if any of the purchase price over any amount the participant receives from the Company on the forfeiture Generally ifthe

participant makes Section 83b election and thereby recognizes ordinary income on the date of grant the participant will receive no corresponding

deduction or loss for the amount of ordinary income the participant recognized if the participant later forfeits any unvested shares

$1 000000 Limit on Deductible NonPeforrnonce Based Compensation

Section 162m of the Code provides that any publiclytraded eotporation wilt be denied deduction for compensation paid to certain executive

officers to the extent that the compensation exceeds 11000000 per officer per year However the deduction limit does not apply to performance based

compensation as defined in Section 162m Compensation is performance based conipensation ifi the
eosnpetssatiots is payable on account of the

attainment of one or more performance goats ii the performance goals are established by compensation committee of the Board of Directors of directors

consisting of outside directors iii the material terms of the competssation and the performance goals are disclosed to and approved by the stockholders

in
separate vote and iv the compensation committee certifies that the performance goals

have been satisfied rIse Company believes that since the

stockholders have approved the 2005 Ptan the stock options and stock appreciatiots rights granted thereunder will satisfy the requirements to be treated as

perfonnsnee based compensation and accordingly will not be subject to the deduction limit of Section 162m of the Code As discussed above the

performance bssed award provisions of the 2005 Plan permit the Company to
grant performance awards to executive officers of the Company whose

eompensatioit is subject to the deductibility limit of Section l62ta of the Code that will qtialify as perfornsstsee based compensation and to provide that

the
vesting

of restricted stock and the
vesting or payment of any other stock unit award granted to such an executive officer will be subject to ttte

achievement of the objective performance goals over perfonnanee period atid tInts satisfy the requirements to be performance based compensation the

Compensation Consmittee may also grant awards that arc not performance based and that wilt be subject to the
deductibility

limit of Section 62m ifit

determines that such awards are in the best interests of the Company

Esces.s Parachute Payments

Under Section 4999 of the Code certain officers stockholders or highly--compensated individuals Disqualified Itidividuals will be subject to an

excise tax in addition to federal ineonte taxes of 20% of the
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amount of certain excess parachute payments which they teceive as result of change in control of the Company Furthermore Section 2800 of the

Code prevents the Company from taking deduction for any excess parachute payments The cash out or acceleration of the vesting of stock options

stock appreciation rights restricted stock other stock unit awards or performance awards Upon change of control may cause tile holders of such stock

options stock appreeiatioti rights restricted stock other stock unit awards and pcrfortnance awards who arc Disqualified Individuals to recognize certain

amounts as excess parachute payments on which they illust pay the 20% excise tax and ior which the company will be denied tax deduction

Section 4094 Consiclero tions

Section 409A of the Code imposes cctlaiu additional taxes on au employee or service provider who receives deferred compensation that does not

comply with the requirements of Section 409A The Company believes thst stock options stock
appreciation rights

and restricted stock
granted under the

2005 Plan will not constitute deferred compensation within the meaning of Section 409A The Company also believes thst other awards under the 2005

Plan that arc payable within limited period of time after vesting will not constitutcdeferrcd compensation within the meaning of Section 409A The

Company intends that awards under the 2005 Plan that constitute deferred compensation within the meaning of Section 409A will have terms that

conform with the requirements of Section 409A so that persons who receive such awards will not be subject to sdditionsl taxes under Section 409A

Special Rules Withholding of 7txa.r

Special tax rules msy apply to participant who is
subject to Section 16 of the Exchange Act Other special tax rules will apply ifs participant

exercises stock option by delivering shares of Pinnacle Common Stock which he or she already owns or through brokers exercise

The Company msy take whatever
steps

the Compcnsstion Committee deems appropriate to comply witlt any applicable withholding isa obligation in

connection with the exercise of an option or stock appreciation right or the
grant or vestitg ofrcstiictcd stock other stock unit awards or performance

awards including requiring atty participant to pay the amount of any applicable withholding tax to the Company in cash the Compensation Cosnmittcc

may in its discretion authorize cashless withholding

PROPOSAL

RE-APPROVAL OF THE PERFORMANCE-BASED COMPENSATION PROVISIONS OF TIlE 2005 EQUIfy AND PERFORMANCE
INCENTIVE PLAN TO COMPLY WITH THE REQUJREMENIS OF SECTiON 162M OF TilE INTERNAL REVENUE CODE

Item No on Proxy Card

Background

Its 2005 the Board of Directors adopted and the stockholders approved the Companys 2005 Equity and Performance liscentive Plan The 2005 Plan is

intended to comply with Section 162m of the Code and the regulations promutgatccl thereunder resulting
in the tax deductibitity of amoutsts payable under

the 2005 Plan to the Clsief Executive Officer or other named executive officers whose compensation is reported in this Proxy Statement as

performancebased compensation In order to extend the time during which amounts payable to the Chief Executive Officer or other niuned executive

officers whose compensation is reported in this Proxy Statement continue to be characterized as performancebased compensation the Company is

submitting the pcrfoniianccbased compensation provisions of the 2005 Plait to its stockholders for icapproval Continued compliance witis

Section 162m of the Code results in the tax deductibility of related compensation expense to the Chief Executive Olliccr or other named executive officers

whose compensation is reported in this Iroxy Statement for the Company
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Section 62m denies to publiclyheld corporation deduction from taxable income for covered compensation in excess of$ 10001000 paid
in any

taxable year to the Chief Executive Officer or other named executive officers whose compensation is reported in this Proxy Statemein Covered

compensation does not include smounts payable upon the attainment of performance targets established by compenastion committee consisting solely
of

outside directors if the mstcrisl terms of the compensstion are approved by the companys stockholders If the compensation committee has the authority to

change the performance targets the performancebased compensation provisions must be reapproved at least once every five years Therefore the 2005

Plan provides that unless affirmative votes representing majority of the votea cast tinder applicable
law approve the continuation of the

perfonnancebascd compensation provisions of the 2005 Plan on or before the first duly constituted meeting of the stockholders of the Company that

occurs in the fifth year following the effective date of the 2005 Plan no awards other than stock options or stock appreciatioti rights shall be made tinder the

2005 Plan following the date of such meeting to executive officers of the Company whose compensation is subject to the deduction limit of Section 162m
There have been no material changes to the perfoniianccbssed compensation provisions set forth in the 2005 Plan however it has bcett three years since

the Companys stockholders initially approved the 2005 Plan For this reason the Company is submitting the performancebased compensation

provisions of the 2005 Plan for reapproval by its stockholders

The five year reapproval requirement does not apply to stock options and stock appreciation requirements which can qualify as

performancebased compensation under Seclion 162m if they meet certain requirements We believe that the stock options and stock
appreciation rights

granted under the 2005 Plan meet the requirements lobe treated as performancebased compensation and accordingly will not be subject lo the dedttclion

limit of Section 62m whether or not the stockholders re--approve the performancebased eompensaliott provisions of tltc 2005 Plan

Proposal

fhe reapproval of the perfonnanccbascd compensation provisions contained in Article of the 2005 Plan will allow the Company to continue to

award itteentives with meattingful pemfomiancc milestones lhat will qttalify as performaticebased cotnpensation under Section 162m of the Code

Awards which so qualify will not be subject to the $1000000 per person limitation on the income tax deductibility
of compensation paid to certain

executive officers that would otherwise be imposcd nuder Section 62mms of the Code

If this proposal regarding the icapproval of the performaticcbased cotnpensation provisiotis
of lhc 2005 Plan does receive the affirmative votes

representittg majority of the votes cast under applicable law tio awards other than stock options or stock appreciation rights shalt be made under the 2005

Plan following the date of the first duly constituted tmtecling of the stockholders of the Company that occurs in the fifth year following the most recent

reapproval of the performancebased provisions of the 2005 Plan to executive officers of the Company whose compensation is subject to the dedutetion

limit of Section 162m If lila proposal does not receive the affimiative votes representing majority of the votes cast under applicable law no awards

other than stock options or stock appreciation rights shall be made under the 2005 Plan following tite date of the first duly constituted meeting of the

stockholders of the Company that occurs in the fifth year following the initial effective date of tIme 2005 Plan to executive officers of the Company whose

compensation is subject to the deduction limit of Section 162m In short reapproval of perfortnanee based compensation provisions of the 2005 Plan will

extend by three years the time during which the Company can make awards other than stock options or stock
appreciation rights under the 2005 Plan to

executive officers of the Company whose compensation is subject to the deduction limit of Section 162m and receive tax deductions appurtenant thereto

before having to seek stockholder reapproval again

Required Vote

Affirmative votes representing majority of the votes cast FOR AGAINSt or ABSTAIN with
respect

to the proposal in person or by proxy

atid entitled to vote at the Annttal Meeting will be required to approve this proposal provided that the total votes cast on the proposal represent
more than

50% of all shares entitled to vote on the proposal According to NYSE rules vote to AI3SlAIN on the proposal wilt be
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considered as vole cast with
respect

to such matter arid will have the same effect as vote AGAINST the propossi Broker non-votes will have no

effect on the proposal unless the votes otherwise east constitute teas titan over 5O% of all sharea entitled to vote on tire proposal

New Plan Benefits

For 2008 tlte dollar value of awards ttrider the 2005 Plan are riot currently determinable because such smounts are dependent on tite Companys
futitre periomiance and future

grants which have riot yet
beert determined

IHE BOARD OF DIRECTORS RECOMMENDS VOTE FOR RE-APPROVAL OF THE PERFORMANCE-BASED
COMPENSATION PROVISIONS OF TIlE 2005 EQUITY AND PERFORMANCE JNCENIIVE PLAN 10 COMPLY WIlD ltiE

REQUIREMENTS OF SECTION 162M OF TilE INTERNAL REVENUE CODE

Perfortnaiace Goals and 2005 Plan InformatIon

Tue Compensation Committee in its discretion may issue perfonisanee awards to participants the psytnent of which will be determined by tire

achievement of performance goals over performance period Upon Else grant of performance award the Compensation Committee shall deternsine the

relevant performarsee goals and the performance period

As was the ease wheit stockholders initially approved the 2005 Plan the performance goals shall be based on the attainment of specified levels or

growth of one or any eonsbinasion of the following net sales pretax ineorsse before allocation of corporate overhead and bonus esrnirtgs per sirare net

income division group or Corporate linaneisi goals returur on stockholders equity rehmrn on assels attainment of strategic and operational initiatives

appreciation
in andior nssinteussrsee of the price of the shares or any other publiclytraded securities of the Company market share gross profits esrrsinge

before taxes earnings before interest and taxes eamirsgs before interest taxes depreciation snd arsiortizatiort economic valueadded models eompsrisotss

with various stock market indices redtuetions in costs snthlor return ots invested capital of the Company or any affiliate division or business ursit of the

Company for or within which tIme
participant

is primsriiy employed Sneir performance goals also may be based solely by reference to tite Compatrys

performance or the perfonnautee aNn affiliate division or business uusit of tIre Company or based upon the relative performance of othercompanies or

upon compam-isons of any of the indicators of performance relative to other companies in setting perfnnnanee goals the Compensation Committee may
speeil objective adjustments to amsy of tite foregoing treasures for itenms that it detennines will not properly reflect the Conipamsys financial performance

for these purposes such as tite writeoff of debt isstrarlee costs preopening and development costs gain or loss from asset dispnsitiona asset or other

itsspair-roent charges litigation aettlernent costs and other nonroutine items Ilsat the Compensation Committee foresees may occur during the performartee

period The Compensation committee may also exclude the impact of an event or occurrence uvlsiehs the Compensation Coristnittee determines should

appropriately
be excluded including restrtieturings thiseontinued operations and charges for extraorditrary items an event either riot directly related

to the operations of the Company or trot withitr the reasonable control of the Companys matsagensent or Ce change in sceountiurg standards required or

reeommetsded by generally accepted accounting principles

rise performance period shall be determined by the Compensation Committee bttt shall not be shorter titan six montirs nor longer than five years

Performaurce awsts will
generally

be
paid orshy after the end of Else relevant perfonnance period arid may be paid in cash shares other property or

any combination thereof irs ttse sole discretion of the Compensation Committee at tlsc time of payment
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Else Compensation Committee may adjust downward but not upward the amount payable to any executive officer of the Company tinder any award

that ía ustetidetl to constitute performancebased compensation tue Compensation Committee may not waive the achievement of the applicable

performance goals except in the case of deatit or disability of the participant or the occurrence of change iti control of the Cottipany

Before the vesting payment settlement or lapsing of any restrictions with respect to any award that is intended to çottatilute performancebased
compensation the Compensation Committee shall certify in writing that the applicable perfonnance criteria have been achieved to the extent necessary for

anelt award to qualify aa perfonnaoeebastd compensation within the meaning of Section 162m of the Code

The Compensation Committee alsall have the power to impose such otlser restrictions on awards intended to eonstitttte performancebased

eotnpettstttion as it may deetn necessary or appropriate to enstire that such awards satisfy
all requirements to constitute performancebased compensation

within the meaning of Section 162m or which are not inconsistent with suds requirements

Unless affirmative votes representing majority of the votes east ttnder applicable law or mica approve tite eontintiation of the perfonnaneebased
compensation provisions of the 2005 Plan on or before the first duly constituted meeting of the stockholders of tlse Company that occurs in the fifth year

following the effective date of the 2005 Plan or at tlse first ditty constituted tneeting of the stockholders of the Company that occurs its tlte filth year

following the reapproval of the performancebased compensation provisions of the 2005 Plait Ito awards other tItan stock options or stock appreciation

rights shall be made under the 2005 Plan following the date ofsuclt meeting to executive officers of the Company whoac compensation is subject to the

deduction limit of Section 162m Under currently applicable law or rules to be duly constituted majority of the shares of capital stock ootstandittg and

etititled to vote would have to be present in person or by proxy at the meeting at wltielt stockholders vote to approve the cotstinuation of the

performancebased compensation provisions of the 2005 Plan

ibis summary description of the 2005 Plats is qualified by reference to the summary description of the 2005 Plan in Proposal shove and to the 2005

Plan copy of which is attaclscd to this Proxy Statement in Appendix

PROPOSAL

APPROVAL OF AMENDMENT TO AMENDED AND RESTATED DIRECTORS DEFERRED COMPENSATION PLAN
Itetn No.4 on Proxy Card

Background

In 1991 the Board of Directors adopted and the stockholders approved the Companys Amended and Restated Directors Deferred Conipensation

Plan The tircetors Plan permits each director of the Company to elect to defer receipt of sit or portion of his eompcttaation in his capacity as director

and to receive such deferred compensation either in tlse fonts of cash or in the fonn of shares of Pittnscle Common Stock The liteetors Plan was last

ametsdcd in May 199910 increase the ttumber of shares that are issuable nuder the tirectors Plan The Directora Ptan
currently provides for the issuance of

up to 275000 shares of Pinnacle Cotismon Stock to directors of the Company As of March 27 2008 231409 shares of Cotunsots Stock had been allocated

to ttte directors accounts under the Directors Plait Accordingly the l3oard of 1irectora has determined that it is in Use beat interest of the Company to

replenish the number of shares that stay be graisted under the Directors Plan

The Company is also making amendments to the Directors titan iii order to replace references to Hollywood Park the Companys former name
withs Pinnacle Bustertainmetit usc
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Proposal

The terms of the Directors Plan as currently in effect are described below under Summary of the Directors Plan The Directors Plan is attached in

this Proxy Stalernent as Appendix and reflects the proposed aniendnienl to the Directors Plan The proposed amendment to the Plan would increase the

number of shares of Common Stock that may be issued under the
plan by 50000 shares

The Board of Directors believes that the proposed amendment to the Directors Plan will enhance the Companys ability to attract and retain persons of

outstanding competence to serve as directors by allowing at each directors election to receive payment of all or portion of their compensation irs the form

of shares of Pinnacle Common Stock arid by giving them an increased stake in the Company and its future

Accordingly stockholders are requested to approve tire amendment to the lirectors Plan to increase the maximum number of shares of Pinnacle

Common Stock that may be issued under tIre Directors Plan to 325.000 and to make amendments to the Directors Plan to replace references to the

Companys lormer sssrsse wish Pinnacle Entertainment tnc

Required Vote

Affirmative votes representing tsiajority
of the votes cast POE AGAINST or ABSlAIN witls respect to the proposal its person or by proxy

and entitled to vote at the Annual Meeting will be required to approve this proposal provided tlsat tIre total votes cast on the proposal represent more than

50% of all shares entitled to vote on the proposal According to NYSE rules vote to ABSTAIN on the proposal will be considered ass vote east with

reapcct to such matter and will tsave the same effect as vote AGAINST ttse proposal Broker nonvotes wrIt Isave no cifect on the proposal unless tine

votes otherwise cast constittite less than over SO% of all slsares entitled to vote on tire proposal

New PInn Benefits

Por 2008 the dollar value of awards under the Dircetors Plan are not ctmrremrtly determinable because suds annosnnts are dependent ott fttture

compensation not yet canted by the directors

THE BOARD OF DIRECTORS RECOMMENDS VOTE FOR APPROVAL OF THE AMENDMENT TO THE AMENDED AND
RESTATED DIRECTORS DEFERRED COMPENSATION PLAN

Summary of the Directors Plasm

The following is summary of the key provisiorra of tire Directors Plan assrmniing that stockholders approve this Proposal This summary does not

purport so be complete description of all the provisiorta of the Directors Plan and it is qualified in its entirety by reference to the lull text of the Directors

Plan copy of the Directors Plan is attached as Appendix to this Proxy Statement Any stockholder who desires to obtain copy of the Directors Plant

may do so by written request to tlse Secretary of the Company at 3800 Howard Hughes Parkway Las Vegas Nevada 89169

lerm of Directors Plan

ihe atnetsdmcnt to the Directors Plan shall become effective upon stocklrotder approval of tins Proposal at tlse Atsnual Meetirsg and the Directors

Plan as amended will remain in effect until terminated by tire Board of Directors of the Company
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Shares Subject to the Directors Plait

The Company shall not be required to reserve or otherwise set aside hinds or ahares of Pinnacle Common Stock for the payment of its obligations

hereunder The Company shall make available as and when required sufficient number of sisares of Pinnacle Common Stock to meet the needs of the

Directors Plan The shares to be issued under the Directors Plait are authorized and unissued alsares or shares which Isave been reacquired by Else Company

The maximum number of shares of Pinnacle Common Stock that can be issued
pursstatst

to tise Directors Plan if the amendment to the Directors Plan
is approved will be 325000 This amount represents an increase from the 275000 shares issuable under the current Directors Plan

Eligibility and Participation

Participation in Else Directors Plan is limited to directors of the Company All such directors are eligible to pailleipsic except for Mr Lee who does

sot receive any separate compensation for his service as the Chainuan oftlse Board It is anticipated that the Company will have eight directors who are

eligible to participate
in the Directors Plan ois the effective date of the smendmettt to the Directors Plait

Administration of the Directors Plan

The Directors Plan shall he administered by the Board of lircctors The l3oard of Directors shall have the discretion and power to interpret provisions

of the Directors Plan to compute ansoonts to be credited to and distributed from directors accounts tinder the hircctora Plan to prescribe amend and

rescind rules and regulations relating to the Directors Plan and to make all other dctenninations it deems necessary or advisable to administer tlse Directors

Plan

Deferred Compensittious

Each director may elect to defer all or portion of Isis or her compensation received in his or her capacity as director Suds election must be made
by each ehgible director six months prior to the beginning of the calendar year for which such defesTals will apply Such election will comstinue until the

participating director tenninates such election in
writing and such termination shall take effect six months after such notice is given Any such deferred

compensation will be credited to deferred compensation account either its cash or in shares of Pinnacle Common Stock st escls directors election As of

Else date bc directors compensation would otherwise have beets paid sisd depending on the directors election the directors deferred compensation account

will be credited with either cash the number of full and/or fractional shares of Pinnacle Coniinon Stock obtained by dividing
the amount of the

directors compensation which he or site elected to defer by the average of the
closing price

of Pinnacle Common Stock oil the principal stock exchange on

which Pinnacle Common Stock is listed or if the shares are not listed on stock exchange the NASDAQ Natiosssl Market System on the last tems business

days uftlsc calendar quarter or month for which such eomnpemssation is payable or combination ofs and

All caslu amounts credited to the directors deferred compensation sccount sushI bear interest at sn amount to be determined from time to time by the

Board of Directors

Ifs director hss elected to allocate his or her deferred compensation to shsres of Pinnacle Common Stock such directors deferred comnpensstion
account shall be credited at the end of each calendar quarter with the number of full and/or fractional shares of Pinnacle Common Stock obtained by

dividing the dividends which would Isave been paid on the shares credited to the directors deferred compensation account as of the dividend record date if

sisy occurring during such eslemsdar
quarter ifsoeh shares had beets issued and outstanding shares of Pinnacle Common Stock on such date by the elosimsg

price of Pinnacle Common Stock on tlse principal stock exchange on wlsich Pinnacle Common Stock is listed or if the slsares sre not listed on stock

exchange the
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NASDAQ National Market System on the date such dividends was paid In addition if the Company declares dividend payable in shares of Pinnacle

Coinnion Stock the directors deferred compensation account shall be credited at the end of each calendar quarter with the number of ftill and/or fractional

shares of Pinnacle Common Stock which shares of Pinnacle Common Stock such director would have been entitled to ifauch shares had becn issued and

outstanding shares of Pinnacle Common Stock on the record dae for such stock dividends

However the directors shall not have any interest in the cash and/or Pinnacle Common Stock credited to their deferred compensation accounts until

distributed in accordance with the Directors Plan and shall not have any voting rights with respect to such shares until shares credited to thcicdeferrcd

compensation accounts are distributed The rights of director to receive payments under the Directors Plan shalt be no greater than the rights of an

unsecured
general

creditor of the Company

Deferred amounts under the Directors Plan shall be distributed either in tmtmpaum or in equal installments not to exceed 15 years at the

participating directors election in the calendar quarter immediately following cessation of the participating directors service as director of the Company
Ifs director should die before all amounts credited under the Directors Plan shall have bccn paid the unpaid balance in the

participating
directors accoittit

shall be paid promptly

PROPOSALS

RATIFICATION OF APPOINTMENT OF INDEPENDENT AUDITORS
Item No 5011 Proxy Card

The Audit Cotnmittee has appointed Deloitte Tottehe LLP to audit the Companys consolidated financial ataterncnta for the 2008 fiscal year and to

audit the Companys effectiveness of internal control over financial
reporting as of December 31 2008 lhis appointment is being presented to stockholders

for ratification at the Annual Meeting Stockholder ratification of the appointment of teloitte Touche LLPa5 the Companys independent sttditors ia not

required by the Companys Restated Bylaws or otlterwise The Cotnpany is submittitig the appointtnent of Dcloitte iouclsc LLP to sloekhotdera for

ratification as matter of good comvoratc practice lithe stockholders fail to ratify the selection the Audit Committee will reconsider whether to retain

Deloittc Touche LLP Even if the selection is ratified the Andit Committee itt its discretion may direct the appointmcttt of different independent audit

firm at atsy time during the year if it determines that such change would be in the best interests of the Company and its stockholders

Representatives of Deloittc louche LLP are expected to be present at the Annual Meeting Hwy will have an opportunity to make statements if

they desire and will be available to respond to appropriate questions

RequIred Vote

The action of the Audit Committee in appointing of Deloitte Touche LLP as the Companys independent auditors for the 2008 fiscal year wilt be

ratified upon the approval by the affinuative vote of majority of the votes east FOR or AGAINSt the proposal Abstentions and broker twitvotes

will have no effect on the outcome of the vote ott this proposal

THE BOARD OF DIRECTORS RECOMMENDS VOTE FOR RATIFICATION OF THE APPOINTMENT OF DELOITTE

TOUCHE LLP AS THE COMPANYS INDEPENDENT AUDIroRs FOR IRE 2008 FISCAL YEAR
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Audit and Related Fees

bees Paid to Independent Auditor

lhe following table shows fees that the Company or accrued for professional
services rendered by Deloitte fouche LLP for fiscal years 2007

and 2006

Fee Cutegory 2007 2006

Audit Fees 1914700 1558454
AuditRelated Fees

Tax Fees 811658 611068
All Otlser Fees

Total All Fees 2726358 2169.522

Audit Fees

Audit fees for 2007 and 2006 relate to professional services rendered by Deloitte Touche LLP in connection with reviews of the Financial

statements included iii the Companys Quarterly tteporta on Form IOQ certain procedures in connection with registration statements and prospectus

supplements and other offering documents atsd the audit of the Companys financial statements and effectiveness of iusternal control over financial reporting

as required by the SarbanesOsley Act

Audit--Reloted Fees

Except as described above leloitte Touche LLP did Liot bill any fees for or rovide to the Company any assurance or related services such as

employee benefit piats audits internal control reviews attest services that are not required by statute or regulation rendered in 2007 or 2006 that are

reasonably related to the performance of the atidit or review of the Companys Financial statements

Tax Fees

Fees billed for 2007 and 2006 relate to tax compliance and tax advice and planning services rendered by Deloitte lostche LLP

All Other Fees

Except as described above Dcioitte Touche LLP did not bill the Company for
city

fees for or deliver or retider to the Company any oilier products

or services in 2007 or 2006

Audit Conniuee PieApproval Policies nod Procedures

The Audit Cotumittee has adopted fomial
policies

snd proccdtsres with regard to the approval of all professional services provided to the Company by

Dcloitte Touclsc LLP Below is snnsmary of the 2007 policies and procedures

With regard to Audit services in 2007 the Audit Committee preapproved the proposed budget for Deloitte Touche LLPs audit and

Sarbanes-Oxlcy attestation of the Companys financial statements plsis up to an additional amount for audit services not included in the budget

With regard to AuditRelated services itt 2007 the Audit Committee prcspproved the expenditure of tip to certain ansount for services included

on prcapproved list The Audit Comminees policy is to use teloitte louclse LLP only if these services more logically can be performed by the

accounting lirni tlsan by other qualified accounting firma
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With regard to Tax services in 2007 the Audit Committee preapproved the expenditure of up to certain amount for services included on

preapproved haL The Audit Committees policy is to use Deloitte Touche LLP only if these services more Logically can be performed by the accounting

itnu than by other qualified accounting firms

With regard to Other aerviees in 2007 the Audit Committee pieapproved the expenditure of up to certain amount for services included on

preapproved list The Audit Committees policy is to use Deloitte Touehe LLP for such services only if it has been determined that Deloitte

Touche LLPs services are synergistic and utilizing Deloitte Touelie LLP creates efficiencies minimizes disruption or preserves confidentiality or

leloitte louuho LU possesses unique or superior qualifications to provide such services The Audit Committee is able to preapprove exceptions to

this policy
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EXECUTIVE COMPENSATION

Cornpeirsation Discussion aad Analysis

Pliilosop/ry
and Objeclives

The key objectives 01 our compensation programs are to attract retain and motivate wellqualified executives who will support the rapid growth arid

development of our Company in dynamic industry We assembled our current team of key executives several ycara ago and under their leadership we

have experienced significant profit improvement from our existing operations We have also completed or are undertaking major projects
in St Louis city

and county Missouri Lake Charles Louisiana Baton Rouge Louisiana arid Atlantic City New Jersey involving significant capital expenditures over the

next several years We believe that continuity of our management teatn is important to ensure the successful completion of these projects arid for our

Company to continue to seek obtain finance design build open and operate other successful properties It is therefore important to motivate retain and

reward our executives commensurate with their sueeeas

More specifically our prograrna are designed to

Position Executive Pay Commensurate with Performance We seek to pay at competitive median levels of compensation for median

performance well above competitive levels for outstanding achievement and well below competitive levels for poor performance over

multiyear time horizon

Provide Superior Upside Opportuttity We encourage highpcrformirtg and valuable executives to stay witlt the Company over the longtemi

through highly leveraged incentives with air emphasis on auperior rewards For superior perfonnanee We believe that this highrisk high reward

approach to compensation is attractive to successful and highly qualified executives and

Provide Tax--Efficient Savings Vehicles to Executives As allowable under the law we believe that providing our executives with attractive and

tax--effective opportunities to save their compensation tinder nonqualified deferred compensation programs enhances their tics to the Cotnpany

minimizes potential distractions caused by coneenis over louigtemi income security and improves the Companys available cash flow for

further investment to enhance stockholder value

We do tint allocate between cash versus non--cash compensatioti and shorttcnn versus longterm eotnpetisationt based on specific percentages

Instead we believe that the eotrtpetisation opportunity for execntives shottld be generally in hue with the prevailing market when evaluated over the

longterm and that performance incentives should he more heavily weighted than base salaries and other fixed components of compensation

Role OJficerr and Omits/dc Advisots in Counpansodon Decisions

Our compensation decisions on senior executive and director compensation are made by the Compensation Committee which is composed entirely
of

independent outside members of our l3oard of liractors and Compensation Committee decisions are generally ratified by our full l3oard of Directors with

Mr Leo abstaining as to his compensation Fhe Compensation Committee
periodically

receives recommendations from our principal executive officer

Mr Lee amid consults with outside nationallyrecognized independent compensation consultants as it deems appropriate fhe Competsaation Committee

uses the independent cotnpemssation consstltarits to hell determine whether the total compensation of ottr named execnttive officers is competitive but not

overly generous determine whether each element of competntation paid to our twined executive officers is competitive arid focuses executives on achieving

osmr goals and evaluate proposed changes in the types and levels of compensation paid to our named executive officers

Ins fiscal 2007 the Compensation Committee etigaged two separate compensation constilsatits Mercer Humans Resource Consulting Mereer was

engaged in early
2007 to assess executive pay levels relative to
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market practices end develop recommendations regarding the Companys executive defetTed compensation and retirement plans In late 2007 RAP
Advisors LLC which has changed its name to Fsriertt Advisors LLC in early 2008 and is referred to as Farient herein was retained to update the

competitive review of market practices and to assist the Compensation Committee in assessing specific recommendations regarding deferred compensation

and retirement plans put forth by management This review and analysis was requested by the Compensation Committee Patient serves at the discretion of

the Compensation Committee and does no other work for the Company other than that authorized by the Compensation Committee The Compensation

Committee believes that it is critical for the compensation consultant to meet with management especially our Chief Executive Officer for input on other

executives and for perspective on the impact of comnpensation recommendations

In addition so recommendations
Pitt

forth by Mr Lee oilier members of our exectttive team are involved in the compensation process by assembling

data to present to the Compensation Committee and by working with the outside independent compensation consultants to give them the infomiation

necessary to enable them to complete their reports

Compellhise Pop Compari.roru

With the assistance of outside advisors the Cotsipensation Comnsittee also considers infonnation on the executive compensation from peer group of

publicly traded companies and compensation surveys The Compensation Conimittee uses the data available from these sources to assess the reasonableness

of the Companys compensation practices over time and to test the alignment of pay wish perfonssance

In 2006 the Compensatioms Committee reviewed pay practices for peer group of approximately 15 companies primarily itt the gaming and

hospitality industry but also included some conipanies in the financial and private equity fields The Compensation Committee included financial atid

private equity companies in the peer group because several members of ottr key nianageinctmt
team have bceti drawn from such companies in the past In

2007 as part of its annual assessment of peers the Compensation Conitnittce determined that the gaining and hospitality inditstmy adequately reflects the

competitive market for talent in our industry and provided pertinent data that was more readily available fhmerefore the financial aitd private eqsmity

compamsies were ito longer included in the analysis for 2007

Specifically for 2007 tIme peer group consisted of Ameristar Casinos Inc Boyd Gaming Corp Isle of Capri Casinos Inc Las Vegas Sands Corp

Wynn Resorts Ltd Aztar Corp Harrahs Entertainment Inc Pemmn National Gaming Inc and Station Casinos Inc all of which are itt the gaming and

hospitality itmdustry In additiots with the assistance of Farient the Competmsation Committee reviewed broader market data from compensation surveys with

focus ott ttse hospitality and leisure industry Farients analysis determined that the pay practices for executives is these related industries was largely

consistent with Iimsnacles more targeted peers and therefore provided an additional and more extensive cornparisoms for compensation

Elements Of Oompen.cation

For the fiscal years ended December 31 2007 and 2006 the principal components ofcompcnsation for named executive officers were

base salary

bonuses

stock options

restricted stock

deferred compensation and

all other competssation inclttding perquisites
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In addition each of our named executive officers is eligible for certain change in control payments and related tax gross ups Ilic role ottliesc

elements in promoting the objectives of our compensation program is explained below

Base Salary

We intend the base salaries of our named executive officers to provide minimum level of compensation for highly qttalified executives The baae

salaries of our named executive officers were determined in the course of negotiations over their employment agreements in those employment agreements

we were assisted by counsel and where appropriate qualified compensation consultants We believe that the base salaries of our named executive officers

in total approximate the market median for salaries that peer group companies pay to similar officers and that this
positioning

is appropriate to support our

objective of aligning pay with performattce

Bonuses

We intend that bonuses paid to our named executive officers will reward them for the achievement of successful financial performance over

relatively short period of time In addition it is important that we recognize and reward executives for successfully supporting the development of our

longterm property development projects to this end executives are evaluated on subjective as well as quantitative basis with the input of the Chief

Executive Officer taking into consideration the Cotnpanys financial results progress on longterm developments and each executives specific area of

responsibility and contributions to overall success Successful shorttertu financial perfoimanec and progreat on longterm project development arc

important to ottr business and to the creation of stockholder value

the parameters for Mr Lees bornises under Section 162m of the Code are set forth in his employment agreement which was the subject of

negotiation
bctwceit Mr Lee and the Company Mr Lee can cam annual bonuses of up to 150% of his annual aalary with targeted bonus of 75% of his

annual salary based on meeting certain lerfotinance targets
with

respect to our eamings before interest taxes depreciation
and amortization ElIlliM

The Compensation Committee establishes EI3ITDAbased targets annually near the beginning of each year The Competisation Committee generally

sets the E13ITDAbascd targets so as 10 fit into the Companys overall budget and so that Mr Lees total cash compensation will be competitive will the

cash compensation of successful chief executive officers of peer group companies if the targets are net

lhe EI3ITDA
target is typically based on our total EBITDA with certain adjustments dctcsmined at the beginning of the year which we cfcr to as

adjusted EI3ITDA Adjusted EBITIA for 2007 was defined as earnings before interest income and expense income taxes deprcciatioti amortization

prcopening and development coats noncash sharebased compensation merger tenmnation proceeds asset impairment coats and writedowns

corporate level litigation settlement costs gain loss on sale of certain assets gain loss on aale of marketable securities minority interest loss nit early

extinguishment of debt and discontinued operations

For 2007 the adjusted EBITDA threshold was $143.9 trtillion at which Mr Leewould receive bonus of375% of hisbase salaty lfthe adjusted

EBITDA was below $143.9 million Mr Lee would receive no botius The adjusted EBITDA target was SI 73 million at which Mr Lee would receive

bonus of 75% of his base salary The adjusted EI3ITDA maximum was $183 million at which Mr Lee would receive the maximum bonus of 150% ol hts

base salary These
targets compared with our actual adjusted E131fDA calctilated on the same basis for 2006 and 2005 of approximately $162 million and

$128 million respectively The Compensation Committee certifies in writing that the targets ltave been met before the bonus is paid Since Pinnacle

achieved an adjusted El3llDA of approximately $169 million for the 2007 fiscal year as reported in our eartiings release fumished in Current Report oti

Form 8K lilcd on February 262008 Mr Lee received bonus of slightly less than 75% of his base salary
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The Compensation Committee may defer payment of portion of the bonus until later datc in order to encourage executive retention The
Compensation Committee has deferred 30% of Mr Lees bonus for 2007 the deferred portion of the bonus does not eeerue interest is an unsecured

obligation of tlse Company and will be paid in three equal installmetsis iii January of 2009 2010 and 2011 rise Compensation Committee has deferred 50%
of Mr Lees bonus for 2006 the deferred portion of the botsus does not accrue interest

is an unsecured obligation
of the Company and was or will be paid

in three eqttsl installments in January of 20082009 and 2010 Mr Lee will receive the deferred portions of his 2007 and 2006 bonus only ifhe is employed

on the scheduled paymenl date dies becomes disabled tertoinates his employment for good reason is tenninaled by us without caitse under his

employment agreement or he has temlitiation of employment that would entitle him to change in control paytnents under his employment agreement To
the extent necessary to prevent Mr Lee from being subject to penalty tax under Section 409A of the Code payment of the deferred amounts will be

delayed aix months after his termination ofemploymetit

the bonuses of our other nsmed executive officers are determined in the sole discretion of the Compensation Comntiltee based on consultatiotis wilh

and recommendations of Mr Lee The factors that determine the bonus of each of our other named executive officers are the individual eontribtttion of the

named executive officer to the success of our business for the year attd fairness and
proportionality of the natueml executive officers compensation for the

year when compared with the eompensattott for the year of our Chief Executive Officer and the other named executive ofiieers and the Companys overall

financial performance for the year each considered in the Compensation Committees discretion and upon the ChielExeetttive Officers reeonitnendation

The Chief Executive Officer and the Compensation Committee apply these factors subjectively in setting the bonus of each of the other named executive

officers In 2007 the Compensation Committee awarded the fol lowing bontisea to our other imamned executive officers Wade Hundley$500000
Stephen Capp$475000 Alain Uboldi$365000 and John Godfrey8350000 The Compensation Committee may decide to defer portion of each

of stteh bonus to each named executive officer The Compenaatiott Committee deferred 25% of the 2007 bonuses atid 2006 bonuses of the other tiatned

executive officers The 2007 and 2006 deferred bonuses do not scenic interest are an unsecured obligation of Pinnacle The 2007 deferred bonuses will be

paid in three equal annual itislailmeots in January of 2009 2010 and 2011 The 2006 deferred bonuses have been or will be paid in three equal annual

installments in January of 2008 2009 and 2010 To receive the deferred bontis each named executive officer tnust continue to be employed by us on the

deferred payment date unless he dies becomes disabled tertninatea his employment for good reasoti is terminated by us withottt eattac under his

employment agreetneimi or has termination of employment that would entitle him to change in control payments utider his employment sgreement to the

extent necessary to prevent the executive officer from being subject to petialty tax tinder Section 409A of the Code payment of the deferred atuotinta will

be delayed six rrionthaaftcr his termination ofeniployinent

We believe that the base salary and bonuses taken together and disregarding the deferral aspects paid to our named executive ollicers for 2007 are

competitive with the opporttinitiea provided by our peers in the gaming and hospitality industry and commensurate with performance In addition our peers

do not generally require the mandatory deferral of annual incentives paid to their executives which further reduces the etmiTent value of our compensation

relative to peers while simultaneously enhancing the retention elements of our pay programs

We also consider and may award special bonuses whets one or more named executive officers has or have made significant contributions to our

achievement of important goals For example after our bid for Aztar Corporation resulted in our receipt ofa merger termination fee of approximately $78

million $15 million after fees and expenses we awarded special bonuses in 2006 totaling $950000 to certain olour named executive officers the

Counpetisatioti Committee awarded such special bonttsea in tccogttilion of the exeeptiottal initiative attd hard work involved in such bid the poaitive

outcome to the Company and the benefits of encouraging similar initiative and hard work in the future In the case of Mr Lee the special
bonus awarded in

2006 was in addition to the EI3ITDAbaaed bonus paid under the terms of his employment agreement The Compensation Committee retains the discretion

to award
special bonuses to Mi Lee in future years in addition to hia EBITDA
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based bonus if it determines that he has made significant contributions to our achievement of important goals that are not fitly compensated by his

El3rfDAbased bonus No such
special bonuses were awarded for fiscal 2007 to any of our named executive officers

Stock Options

We believe that awards of stock options to our named executive officers provide valuable incentive for them and helps align their interests with that

of our stockholders fur periods of tinie longer than few fiscal years We believe that stock options ate vital component of our philosophy uf

compensating named executive officers lor suceessfttt results as they can realize value on their stock optiotis only if the stock
price

increases on stistained

basis

We also believe that unvested options are sigttifleant tool to cneourage retention We favor longer vesting periods usually five years than is

common at matsy other companies The longer vestitig period encourages our named executive officers to thitik about our longterm development It also

creates greater likelihood of inthemottey unvested options which will encotirage named executive officer to remain with us rather than exploting other

promising opportunities Unlike many companies we have generally not awarded options every year to each ttamed executive officer but usually consider

each named exoctitive officer for itew grants every two or three years while prior grants remain partially unvested In 2007 and 2006 we did not award

stock options to any of our named executive officers By having overlapping grants
with fiveyear vesting period and assuming that our stock price rises

our named executive officers will generally have inthemoney unvested options at all times

Historically because we have not granted stock options every year the relative value of each grant of options to our named executive officers is often

greater thsn the value of anntial
grants to similar officers of cotstpanics in our peer group However in subsequent years no gntnts are made and we believe

that on an annualized basis the value of the option grants to our nttmed executive officers is smaller than the value of option grants to similar ofiicers of our

peer cotupanies Our Compensation Cotnmittce determines the size of each grant after receiving advice from Mr Lee and where appropriate from outside

consultants Our Compensation Committee generally considers option grants when named executive officer is hired Stock option grants are awarded as of

the date of the Compensation Conimittecs meeting The exercise price of each stock option is the closing price of our stock ott the day of the Compensation

Committees meeting The Compensation Committee does not delegate to management or others its decisions regarding stock options granted 11 named
executive officers The granting of stock options usually occurs ott an etnployces date of hire anniversary date or the date ola

regularly
scheduled board

nieeting The Compensation Committee may or may not have nonpublic infnnnation on that date which sottie may deem as material and generally does

not take this into consideration in determining whether or not to grant options

Restm-ieted Stock

In 2006 to reeogtiize the extraordinary efforts of our named executive officers in that year we granted certain amounts of restricted stock to thotn lo

encourage our named exeetmtive officers to remaitt with us the restricted stock is subject to fiveyear vesting schedule We granted restricted stock in that

year as fitrthcr enhancement to retention as restricted stock maititains its value even during shortterm cyclical downturns itt ottr stock price or our

industry overall We believe that even with the
grants

of restricted stock the value of our equity awards on an annualized basis to our named executive

officers is less titan the value of equity awards to similar named executive officers of our peer companies We note that the grant of restricted stock is trend

among public companies We may accordingly make similar grants of restricted stock in the future although we did not do so in any year prior to 2006 or

durittg 2007
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Executive Deferred Comnensation

In addition to the deferral of bomises thai may be mandated by the Compensation Committee we offer an elective deferred compensation program for

our senior executives under the Executive Deferred Compensation Plan or the Executive Plan lie objectives of the deferred compensation plan are to help

attract and retain highlyqualified executives by providing an attractive tax deferred savings oppottunity As explained more fully below executive ollicers

may elect to defer portioti of theim salary and bonuses each year into nonqualified deferred compensation account which is an unsecured
obligation

of

the ompany to psy compensation at later date

During 2007 we conducted comprehensive review of our longterm savings and retirement benefits for exectttive officers Tile putpose of this

review was to ensure that our top executive team would have an appropriate and competitive opportunity to provide for income in their retirement

supported by the Company thereby allowing them to focus maximum time and attention on the longterm needs of the Company and its businesses without

facing the distraction of their own financial planning As part ofthis review we considered several alternatives iticinding supplemental executive

retirement plan which would provide fixed retirement annuity benefit as well as modifications to the
existing nonquahified deferred compensation plan In

the process of
cotmdueting

this review the Compensation Committee and management were each advised by independent compensation consultants

The Compensation Committee determined that it would be appropriate to amend the Executive Plait elfeetive Janstary 2008 so that senior

executive could elect to use deferred salary and bonuses to fitnd his owti retiremneumt benefit payable as an annuity by the Company upon retirement As

with all deferrals such funditig is hypothetical only atid the annuity option remains an unsecured obligation of the Company The annuity election added to

the deferred compensation plan beginning in 2008 provides our executives with benefit opportunities similar to what they could receive under more

traditional defined benefit pension but based on their own savings rather than being paid for by the Company This executivepaid annuity option helps

support executive retirement planning and provides an astractive tax efficient savings vehicle consistent with our pay for performance approach to

compensation

We accordingly amended the Executive Platm Under the amendment the option to stse deferred salary and bonuses to fund retirement atimtuity

benefit was limited to select group of
top settior exectmtives whose attention and dedication the Companys business is most critical and who we believe

would be most likely to participate in and benefit more from the annuity option

In addition to reviewing the payout options stnder the plan we also evaltiated the interest rates applied to deferrals tinder the plati antI detemiined that

our existing interest rate structure was uttusual relative to narket practices and unduly psttiitive especially as compared to typical unsecured longtenn

creditor to the Company We determined that this rate structure was discouraging participation
and

significantly limiting the effectiveness of what is

intended to be an attractive executive benefit plan

More specifically prior to 2008 amnotints that participating named executive officer elected to defer under our Executive Plan were credited with

interest at 3% per annum for 2005 2006 and 2007 deferrals 3% rate is well below the rate paid so the Companys longterm creditors and does not

reflect the investm-nent risk of the Company However ifs paiticipating executive died became disabled or retired such participants benefits would be

recalculated with sit interest rate of 10% annstm which is rate of retitni that is more comparable to the rate of return on longterm unsecured

obhigatioti to Pinnacle If emnploymnemmt termnimmated for any other reason the eotnnsittee that adtiiniaters the Executive Plan which currently is ttie

Competisatmon Committee in its sole discretion could decide to ttse the 10% rate to determine the anioutit that should be eredtted to such participating

executives account The intent of such discretion was to allow us to distinguish between employees who leave to pursue interests unrelated to our activities

amid employees who leave to pursue activities that might be at odds with our interests such as working for competitor
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The Compensation Committee determined with he advice of independent compensation consultants that lie possibility of obtaining only 3%
interest rate was discouragtng participation in the Executive Plan Accordingly For 2008 and later periods we amended tic Executive Plan so that amounts

deferred into the Executive Plan will be credited with floating rate of interest For deferrals made in 2008 this floating rate will be tied to the yields on

30year U.S treasury bonds pitis live percentage points eompountled quarterly We believe that this rate will more closely approximate our very long cmi
borrowing costs for unsecured subordinated and covenantlight obligations The Compensation Committee has the discretion to change the floating

eredittng rate for deferrals under the Executive Plan on prospective basia as of the beginning of any quarter except for deferrals allocated to the executives

annuity payout option Because 10% approximated the yields on 30--year U.S
treasury bonds plus five percentage points as of Deceniber 2007 and

beeatise the
prior 3% or 10% ititercst rate rule waa considered punitive for longtem creditor to the Compsny we vested each participatit in the Executive

Plan in the 10% interest factor on his account balance under the Executive Plan as of December 31 2007 and eliminated the possibility that
participants

would otity receive 3% on their prior savings

For deferrals into the annuity optioti the Compensation Committee has the discretion to set the
floating rates for new deferrals at the titnc that the

elections to defer are made but cannot citange the interest rate formttta prospectively on titete deferral amounts once an election is made The rationale for

this fixedformula approach for the annuity election is that the deferral period for the snnuity option is typically nitich lottger thats for other deferral

elections and executives will not be able to plan for targeted aniount of annuity payments in retirement if the Compensation Committee can change the

rates of rctunt at any time between now and an executives retirement

Deferrals that were deducted from salaries and bonuses in 2004 atid earlier years were tiol subject to the 3% or 10% interest rates and wilt not be

subject to floating rate going forward Instead eaelt participating exectttive may select from list of hypothetical investment ftinds among which deferred

contribtttiotss shalt be allocated Although participating exectttives deferred eompensatioti will not be invested directly in the selected hypothetical

investment futtda his deferral eotnpettsatioit account attributable to deferrals of salary atid bonus in 2004 aLid earlier years shall be adjusted accordittg to the

perfortnance of sttch futids

Chstiae In Control Payments And Related Tax Grosstins

Our employment agreetncnts with ottr named executive officers provide that they will receive eerlaitt payments including tax grossup payments
if we undergo change itt control The Compensation Committee snd our Board of lirectors believe that the prospect of such change in control would

likely result its our lamed executive officers facing personal uneertaiitties and distractions from how change in control might affect thens The objective of

providing prcdefined change in control benefits is to allow the named executive orneers to focus
solely ott the best interests of our stockholders itt the

event of possible titreatened or petsdittg change 131 control and eneotirage them to reinaits with the Company duritsg any transitiott period followitig

ehatige
in control hhis change in control plan therefore serves as sn important retention tool dtmring any period of uncertainty to enstire list personal

interests do tot dilute our named executive officers complete focut on promotitsg stockholder value The details of stteh arrangements are discussed more

hilly in the section entitled Employment Agreements and Change in Control Provisions below

Otir employment agreetnents wilts our tiamed executive officers provide that they will receive Certain paytisents
if we ttndergo.a change in control

Ise employment agreements of ottr ttanied exectttive officers other thats Mr Lee essentially provide for doobte trigger ehattge in cotslrol paytnettts

the named executive officer does tsot receive his payments automatically on the occurrence of change in control but must either be discharged by the

Compatsy without Cause or quit the Company for Good Reasoti e.g because he is demoted within six months before or 24 months after the

occurrence ofa eltange in control thtis tile changeincontrol paynsents are essetitially eonipensatiots for being fired or forced ottt ofajob its connection

with change in control However tlse natned executive officers other than Mr Lee can receive changeincontrol payments if they quit lie employ of the

Company for any reasoti at least 12 months but not later than 24 montlts
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after the occurrence of change in control This provision essentially compensates the named executiv officers for remaining during 12month transition

period after the occurrence ofa change in control but pcnuits them to receive the compensation if at the end of that time they find that the Company is

now an undesirable place to work Thus this provisiott functions as retentiois bonus to assist in an orderly transition in the evcitt of change in control by

giving our named executive officers an incentive to remain employed during the 12 months after change in control

The chattge in control provision in Mr Lees employment agreement permits hitn to receive the change in control payments if Ite is terminated or if

he leaves for any reason within six months before or 24 months after the change in control Mr Lee must rcsigti to receive the change in control benefits

The reason for this provisiout for Mr Lee is that for the Chief Executive Officer ofa publiclytraded compatiy change in control will almost invartably

affect the powers role atid reporting relationship of the executive To the extent that change in control oecttrs the employment agreement gives Mr Lee

the right to depart
the Company and receive the change in control benefits if he deems his position to have been negatively affected by the change witliotit

the riced to demonstrate an objective adverse effect suds as reduction in compensation If the change is riot negative the employment agreement allows

Mr Lee to stay with the Conipatty and ito severance payments wilt be made

As discussed more hilly below effective January 2008 we amended our Executive Plan to provide certain benefits upun change in control for

senior executives who elect to use deferrals of salaiy and bonuses to fund an annuity benefit under the Plan These benefits include an obligation to purchase

commercial annuity on behalf of each exeetttive upon change in control and pay certain tax obligations
associated with the transfer of the annuity to the

executive lhe amended provisions of the Exectttive Plan limit participation
in the plan so that the cumulative paymenis that we would be obligated to make

under the Plan will be limited

We believe that the grossup provisions are necessary to enable our named executive officers to realii the full benefit of their change in control

payments These provisions also enable named executive officers to assist the Board of Directors in analyzing any offers that might be made for
acquisition

olcontrol of the Company without the distraction of worrying about the negative tax consequences that they might otherwise incur Approximately half of

the companies in our peer group provide such grossup payments to their named executive officers

All Other Comoensatinn

All Ocher Compensation for our tiamed executive officers includes amoctg other things matching contributions to our 401k plan perquisites and

related lax gross ups

We allow named executive officers and their faniitics to use the corporate aircraft to attend Pinnacle meetings or other Pitittacle business events but

in general only when the aircraft is otherwise traveling for business purposes and there are empty seats At times such as New Years Eve or other casino

player events it is 10 Pinnacles benefit 10 invite spouses to such events eveit though such spouses generally are not employees or officers of Pinnacle If

named executive officer nsust recognize taxable income on such air travet we make cash payment to him to gross him up for the income tax liability

Messrs Lees and Capps families traveled with them on and trips respectively for Pinnacle business events during 2001 oil our aircrstI This resulted

in taxable income to Messrs Lee and Capp which taxes Pinnacle paid on their bclsall This resulted in $21146 and $2898 of income for Messrs l..ce antt

Capp respectively in 2007 These grosstip payments tire inclttdcd in tlse Alt Other Compensation column in the Stimniary Compensation Table

below

Imoact of Section 162m

Section 62nt of the Code gcmscrslty disallows tax deduction to pttbtic companies for compeissation over $1000000 paid to each of the companys

chief executive officer and tlsc fosir other most highly compensated
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officers except for compensation that is serformance based Our general intent is to provide compensation awsrds to our named executive officers so that

most if not all awards will be deductible wiLhout limitation However we may intake compensation awards that are not deductible if our best interests so

require In addition in recent years we have not had to psy income tax clue to loss carryforwards tax depreciation particularly
from new properties and

financial leverage We belteve that our new properties and the financial leverage resulting from their construction will result in much of our cash 110w from

operations not being subject to current income taxation over the next few years limiting the itnpact of Section 162m a.s it related to current compensation

practices

Summary Compensation Table

The following table sets forth the comnpcmtsation paid to the Chief Executive Officer Chief Financial Oflicer and each of the three highest paid

executive officers of Pinnacle other than the Chief Executive Officer and Chief Financial Officer for the fiscal years ended lecetnber 31 2007 and 2006

Non-Equity

trreeuiive Piasi

ctsasmge iii

Comprrssat.amm
Nanquatifred

Section t62so
Deferred

Stock Option Compensation
Compeusatinmi skit Other

Name and Principril
Sniary Itestus Awards Awarsis

Earnings Compensation Fatal

Position Year is Ii $c it gJ

Daniet Lee 2007 1.000000 $93330 901200 733275 345t 47610 $2809926
Ctsairittars of Isa t3oasd of Directors and Chief 2006 875000 500000 26922 1152045 132500 23526 26507 $3916500

Executive Officer

Stepisen
It

Ctspp 2007 500000 s475aoo 31 to 3456t7 25.383 t377t to

Executive Vice Presistent trod Chief Financial 2006 432154 $700000 8974 345617 5500 $t492245
Officer

Wnde t-lassdley 2007 550000 $500000 $62220 279.572 22693 1414485
President 2006 477308 $580000 17948 343742 5500 1424498

JahnA.Godfrey 2007 425e00 $350000 $31110 279027 570 24524 $1115362

l5aeeasive Vice President Secretary
and General 2006 393500 $425000 8074 345000 1614 5500 SI 179588

Counsel

AlairsUholdi 2007 425000 $365000 $31110 201179 43386 10773 $1076448

Chief Operating Officer 2006 388654 $340000 8974 2t6580 23569 4433 982210

Reflects anlcrrusrts actually earned iii 2007 antI 2006 Mr Lees annual base aalnry wan raised from $875000 $1 million effective Janassy 12007- Effective June 13 2006 sIre

rennssal base salaries olosir nttner anteed caccsirive officers were asked an follows Mr Captr--fi-om $360000 to $soo000 Me i-medleyfrom $400000 to $550000
Mr Godfrey--from $300600 so $425000 and Mr Uboicti--frorn $350000 to $425000

Includes special bonuses paid its 2006 in connection mitts one receipt of merger Icrtrninsatioa lees from Asnar Corporation The atnossnta its Isis columns for Mr Lea do not include Else

honua that ire earned based ens precatabliahed performance targets
Those ansonnmts are ineisndcd in rite NessEquity Incentive Plnn Compensation column of this sable

porssoss
of

the atntsttnt borsssses reflected in lists coinnia ate dorerrod as disrussemi its use Coinpenssrmtion Diaetsasiors ansd Anntynis--Elctncnts of osnpetustiottl3onnscs accison shove

ci We granted restricted atoek to orrr nunncrt onccsnnivc oIltcers ins 2006 sad did not grant arty restricted stock to our ntssncsi executive officers itt 2007 The 1011sf vntucs in this coitttnts

are rite dollar annossnsns recognized for tinaaeint xtamrtnens reporsitsg Istttvoaea with respect so the 2007 attn 2006 fiscal
years

in itceerciamsec witit Sianetssear orlinsnmmctat Aecouranstg

Starsdarmt No 123R MS 1230 ecetudistg cntinssntea of lorfcitsrrns retateti so aervicehatactl vestinng cotsttitiossn For clioctsnniort orvaluatiotr smaatrtsslsriont used its entcsttntions of

these atnoastia see Note to ossr asrrtited fitsnncirl snaternenita immcittttesl wirisins linnsaeicn Amsssssst 1tetortn ott Pores 10K for tire fiscsml yenta essded Dccetmmbnr 312007 omsd

teccmhcr 31 2006

Id We did trot granst arty optionss of tismnmaele Cosntnort Stock to ossr mmmcd erseesstine officers inn
2003 ansit 2006 Ike dollnn- vatsset ins this colttmrsss ase ttte dollar amnosinto rcrogtizcd for

fimsatteint atatetncrtt reporting psisponea
with

respect to rIse 2007 strstt 2006
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fiseul
years

itt accordance with PAS l23R excintling cstitittttca of forfeitures relstctl to aervtce--based vesting coistlitiotia loin tliactLstnOtt of valuation assumptions used its

calettlatios of these atnoutats see NoteS to osrituditeth ftnnneiul statemottts included witititi h5itsuaclet Annual Reports on Purist P0-K for the beth yeaTs ended December 312007
atad December31 2006 Pttrsnaat to Item 402 of Regulation of S--K we are reqsnretl to tliacloue the eotnpenantios ospease

calculated itt accordance with MS 123R which is

nancash sltarchoaxd cotstpeneation charge
for stuck options granted is prior years that vested itt 2006 tttd 2007 Such SPAS 2R exltcttae is calcttlatetl

ttu
of the gmttt date of the

option based upon grant date fair vaitte Santa grunt date fuji rattte is calculated ttnitsg the sitare lance at of tlte grunt slate au well as vaniotts nstttmptioiss that will ettange over tune

iitelustisg the espeeted volatility of otirsiark atsd riskfree rate of retains Stselt expense is stat reeulestlitted at stay tittse sstbseqtietst to the gratat dste regardleasofetiatsgcs to the

sasstmptiotts soed is the calculation atsth is eatpensctl over the vesting period of tite ttssocitttod stock optiott regardleus
of when if at all otoek

option is euerniacd lterefore

cotsspany tttay
incur as oepotsse far uestetl optioit tlsat is never exoreined dtio to oitlter att individstal departisg wlsets the stock optiott is outof tttettsotsey or tlte stock optiots

simply eapirea sisenereised

At this tiste so isatned executuive officer has esereised atsy of his optiotts over use
past

five
yeats even sttaagh

esctt of alicia is sabttatstittlly veatrtt its ltio upsiont lit adtlitiott bsaett us

ottr clouittg price 00 March 27 2008 ap1suoxitaattely 40% of the stock
o1stiotts inehttded in mIte eateahatioa of eunspensatioti expense for tlsia table star otts of--ttsoatsaaey Sstels

ostt-of-ttte---mottey optiotsa reflect ttpproaittsatety 82% uttd 69% of the stockotatiois eotnpetasatiott coat itsetsithed its this table for the years ended Ieeetnbct 2007 and 2006

respectively Specifically for ttte 2007 auth 2006 expettses the osts-ofthetssosey o1stiotta reflect hue
folhawiisg portiotto

of Iso taott-eash optioti award
eomtsetssation elsargo

respeetivety Ma Lee-100%and 711% Mr Capp 50% foreaehaperiod Mr Itaadhey.--SO% sttd 65% Mr Godfrey62%aad 50% atsth Mr Uboldi 90%osd 84%

hite aissottas its ittia cotstasti for Mr Lee itaelttdcs site bstttta titat he cartued based on tLelsievstsaxst of pre-ettttlahixhcd perfortasanee targets putitust
ofwlsiels was deferred tube paid is

fature years Fur store thetaubed disesissiots of this boissis see site
Cntnpetssstiuut Discussion uttd Attalysis---ttlerusxttts of Compesiaatiuti-Bottttsea section above

Asssunots reflect the 2007 attd 2006 tlseou-eticnl itaeremetstal cansiagn for eontribtstiunt into the Deferred Cotsspensutiuts hiatt or tixeesttive Mats that are atibjeet so site

potential 10% atstsstnt rate of returns are Ltsecattae Deferred Compensstiott Plait below esttspared to att stnttual rsteuf retorts of 5.56% wttiets rate ic t20% of the niotstltly

lunghems Attphiesbhe Federal Rttto of 4.64% for Jutastary 2007 suit .hntntsry 2006 As stare fslhy shisestssed hetuw tsatsscsl exeetttise officers nsay eotstribttte to lie Eseentive Plait astd

receives pototttial atinital rate of rettirn of 10% for their deferrals since ittttutas-y t2005 As such rate exceeds 120% of the Applicable Fethrrttl Rate of 5.56% the Snottssauy

Cutsipettsatiuts
iable ittelades site ttteorosiest ineretnental return tsttned exoesttive olftcer euttid carts at the 10% uttttusl retatas rate versns ttse 5.56% rate Mr Cupp does taut

participate is Ito Exeeittiae Pltits Mr h-htttsdley hsas tsut rotttnibttted tutu the Eseettsive Plait sittee 2004 eanaitiga Os hats deferrals therefore are batsed on tsytsatlsatirat ittvesttssent fttisd

altersastives wtsielt ave do ssot consider to be sreferesttial

tier Mr Lee All Other Cosaspetssatiots itt 2007 issetades 521146 furs tax gross stis

relatett to use of the
corporate aireraib nsateltistg ruistribittiuts to the 401k ptsts of $4714 sttd

ittohisdes exeetitive nedical benefits Fur Mr Capis All OtlserCossaponsation its 2007 irtetstdcs 52895 for alas gross ttts
rotated to atse of slso corporate aircraft tasateltiisgeutitnilxttiott

to alse4Olk alan of 55625 and itschtsdeo esecntive sisedical betsefits uttd tax services Per Mr b-bsusdtey All Other Cutsstteisaatinn itt 2007 isseturles tsatehsitig eontrihstsiots to sIte

40tk plait of $5625 auth esecittiso teedical beuseflix For Mr Godfrey All Other Cutat1acttsatiuti itt 2007 ittelattles mnatotsing eoussribsttius tu than 401k plait of S3834 ausd exeesitixa

tnedieat betsefita mad tax services f-or Mr Ubaldi All Oslsereutsspenaaiiots ineltithea nsatehiag coistribuitiusa to the 401k slats of 55625

Emphsayrnctt Agreetsaunta and Other Cistusge in Control Provisions

i.csrtiel Lees
Eissployaaaeisi Aga-eettteni

On December 21 2006 we cohered itato Second Amended and Restated titnploymetst Agreement cffechive as of October 2006 wilh Dutsiel It

Lee our Claici Executive Officer ausd Chairmata of the Board of Directors or the Lee Etnploytnenh Agrecmetst lhe Lee Employment Agreesnenh assierided

and restated the prior employtnent agreement betweess Else Company and Mr Lee for the primary ptirpose ofanaesaditag he bertsaination provisions irseluditag

the vesting of options nsid Else avablubiliby of otlser benefits ttpon tenssitsatioss to eonfonn those provisioths snore closely to similar provisions in the

etaaploytnenh agreetsictais of the otlser taatssed exeesthive officers

Mr L.cea salary and bonus at-c as follows

Mr Lees antaual base aalgs-y under hIse Lee Esttployment Agreetnesst remained at Use rate of not less Ilsasa $875000 wlsicls was Ilse s-she undes Isis

prior eunploymenh agreement subject to increases frosts time to hirese in the sole diues-etion of ussr Conipcnsahioss Commitbee Mr Lees salary was

increased lo SI million effective as olJanuary 12007

Mr Lee is also entitled to earn botsttses wills
respecl to cads year of the tents up to 150% of his annual salary with targeted bonus of 75% of his

atststtal salary based
uposs meeting performance targets with
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respect to our earnings before
interest taxes depreciation and siaortization that shall be established by the Compensation Committee in

consultation with Mr Lee Mr Lee msy also receive special bonuses in addition to his annual bonus eligibility at the discretion of the Board or

the Compensation Committee For example on May 26 2006 the Compensation Committee approved special bonus of $500000 payable to

Mr Lee in connection with the termination of Pinnacle merger agreement with Aztar Corporation in which Pinnacle was paid $78 million

breakup fee before fees and expenses

The provisions of the Lee Employment Agreemeni relating to the May 2005 grant to Mr Lee of an option to purchase 600000 shares of Pinnacle

Common Stock remain ttnchanged except for the provisions relatittg to acceleration of vestittg Such stock option which consists in part
of an incentive

stock option and nonqualified stock option vests in five equal annual installments beginning on May 2006 and is
subject to aeceleratetl vesting in

certai
ii

cirettmstanees

In addition before the May 12008 renewal date and at appropriate times thereafter but tto less frequently than within 40 months of the prior review

the Compensation Committee will review Mr Lees longterm compensation and in consultation with Mr Lee shall consider granting additional stock

options and/or other long term incentive compensation to Mr I_ce

The Lee Employment Agreement provides for an initial term ending on April 30 2008 and will automatically renew for successive one--year periods

thereafter unless notice of nonrenewal is provided in
wi-iting by either

party at least 90 days before the end of the theneunent term

The Lee Employment Agreement provides for severance payments with and without change in control event Specifically if Mr Lees employment

is terminated by us without cause or he terminates for good reason as defined in the Lee Employment Agreement on or within months before or 24

months following change ofeotttrol as definetl in the Lee Employment Agreement this is considered ChangeofControl Termitiation the terms of

which are descilbed below tfMr Lees employment is terminated by us without cause or by Mr Lee for good reason more bait months prior to

change of control or after 24 months followings change of control or ifMr Lee is terminated due to death or disability this is considered

NonChange of Control Termination

For NonChange of Control Termination Mr Lee is entitled to certain paynents including

the balance of the term but in any event no less than 150% titnea the sum of his salary then in effect and targeted bonus amotint The targeted

bonus amount is equal to the greater of Mr Lees bonus in the year prior to termination or ii the average of the anntial bonuses paid to

Mr Lee for the past three consecutive years including all deferred amounts

pro i-ata share of the annual bonus for the year of temiination

accelerated vesting of certain of Mr Lees outstanding stock options as explained in more detail below and

continuation of health benefits coverage for Mr Lee and his dependents and disability insurance coverage for Mr Lee for specified periods

following termination which is generally five years in the case of death or disability and the balance of tIme term but in no event less than

11/2 years following termination in other eases

In the ease of death or disability such payments are made in lunip sum

For NonChange of Control Temmination the acceleration of the vesting of Mr Lees outstanding stock options will be based on the following

schedule

if the termination occurs on or before the first anniversary of the option grant date 1/3 of the options will he vested and exercisable as of the date

of temiination
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if the termination occurs after the first anniversary and on or before the second annivcrsaty of the option grant datc 2/3 of the options will be

vested and exercisable as of the date of termination and

if the tennination occurs after the second anniversary of Ihe option grant date all of the options will be vested and exercissble as of the date of

termination

For ChangeoEControl Tcmiination Mr Lee is entitled to

receive an amount equal to 112 times his base
salary pltis /2 times the largest annual bontta including all deferred amounts paid to hita during

the three years preceding the change of eotstrol

pro rated botius For the year of termination based ott the targeted bottus for such year

accelerated vesting of all otttatanding stock options and

continuation of health benefits coverage for Mr Lee and his dependents and disability itisursnee coverage for Mr Lee for speeifted periods

following tertnination which is generally five years

Because good reason tinder the Lee Employment Agreement is defined to include the occurrence of change of control Mr Lee will receive his

change of control benefits if he voluntarily Lerminntes his employment for any reason within months before or 24 months following the occurrence ofs

change of control

All amounts payable tinder this severance benefit shall be paid itt lump sum within 30 days oftennination However no payments under the Lee

Employment Agreement shall be made to Mr Lee at time i.e within six months following tennination or in fonn that would aubjeet him to penalty

lax of Section 409A of the Code or the 409A Tax if atty psyment would because of its timing or form subject Mr Lee to the 109A Tax such paytnetit

shall instead be paid at the earliest time that it could be paid without subjecting him to the 409A Tax and shall be paid in fonis that would not subject

Mr Lee to the 409A Tax fhis amount is refened to as the Deferred Amount We will place an amoutti in rabbi trust with an independent trustee

reasonably acceptable to Mr Lee equal to the iefcrred Amount plus the simple interest at the prime rate that will accrue thereon

If any such payment would subject Mr i.ee to an excise tax under Section 4999 of the Code he will generally be entitled to receive sit additional tax

grossttp payment from Pinnacle

Certain noncompetition nohireaway and nonsolicitation covenants apply to Mr Lee for specified periods following Lilt termination of his

employment tinder certain circumstances tn the evettt of NonChange of Control lertnitiation or Changeof--Control lenntnatton the covenant not to

compete shall not apply and the tetm of tile nohire--away policy shall be limited toó months from the date of tenninatioit

The Lee Employment Agrcemetit amends certain provisions relating to the vesting and exereisability of existing stock optiotts lie prittcipal change

that the Lee Employment Agreement niakes to existitig stock options is that in the event ofa Change of Control Terniinatiott the vesting of all stock

options rather than of options under schedule similar to that set forth above in connection with NonChange of Control fcrniittations -wilt be

accelerated

Ernployrnenl Agreements niili Other Nonted Execttilve
Officers

On October 2006 we entered into employment agreements effective as of June 13 2006 with each of Wade Hundley our Presidetit

Stephen Capp our Executive Vice President sitd Chief Financial Officer John Godfrey otr Executive Vice President General Cottnset and

Secretary and Alsin Uboidi our Chief Operating Officer We refer to these agreements collectively as the Employmetit Agreemetils attd to Messrs

Hundley Capp Godfrey attd Ubotdi collectively as the Executives
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The Employment Agreements supersede prior agreements between us and the Executives Mr 1-lundleys prior employment agreement was scheduled

to expire on March 31 2007 Mr Capps on January II 2007 Mr Godfreys on September 2007 and Mr Uboldis on December 22 2006

Our Executives annual base salaries under their respective Employment Agreements which are subject
to increases from thne to time in thc sole

discretion of our Compensation Committee are

$550000 for Mr Hundley

$500000 for Mr Capp

$425000 for Mr Godfrey and

$425000 for Mr Uboldi

The Executives will be entitled to cam bonuses with respect to each year uf the term tlse amount of which will be determined in the sole discretion of

the Compensation Committee based on consultations with and recommendations of our Chief Executive Officer

The Employment Agreements provide for an initial term of three years ending June 13 2009 and will automatically renew for successive oneyear

periods therealler unless notice of ootsrenewal is provided iii writing by either
party

at least 90 days before the end of the liencurrent term

The Employtnent Agreements provide for severance payments with and without change in control event Specifically if any Executives

employment is terminated by us without cause or he tcnninstes for good reason as defined in the Employment Agrcetsicnts on or within months

before or 24 months following change of control as detined in the Employment Agreements this is considered ChangeofControl Termination

the terma of which are described below Ifany Executives employment is terminated by us without cause or by the Executive for good reason more than

months prior to change ofcontrol or after 21 months following change of control or ifthe Executive is terminsted due to death or disability this is

considered NonChange of Control Temilisation

For NonChange of Control Termination the Executive is entitled to eertsiit payments including

150% times the sum oftlse Executives salaty then in effect and targeted bonus amount which is equal to the greater of the Executives

bonus itt the year prior to termittation or ii die average of the annual bonuses paid to the Executive for the
past

three consecutive years with

certain defetrcd bonus amounts included in certain circtimstanccs

pro rats share of the annual bonus for the year of termination

accelerated vesting of certain of the Executives outstanding stock options as explained below and

continuation of health benefits coverage for the Executive and their dependents and disability insurance covemgc for the Executive for specified

periods following terminatioit which is generally five years in the case of death or disability
and 18 months otherwise

For Non--Change ofContrul Termination the acccleratiott of the vestitig of the Executives outstanding stock options will be based on the following

schedule

ifthe termination occurs on or before the first anniversary of the option grant date 1/3 of the options will be vested and exercisable as of the date

of tcrminatiott

if the termination occuis afier the first anoiversary and on or before the second anitiversamy of the option gntnl date 2/3 of she options will be

vested and exercisable as of the date of tcnninstion and
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if the termination occurs slier the second anniversary of the option giant date all of the options will be vested and excreisable as of the date of

termination

For ChangeofControl Termination the Executive is etititled to

receive an amount equal to two times his base salaty plus two times the
largest annual bonus paid to him during the hree years preceding the

change of control

pro rats annual bonus for the year of termination based on the
targeted

bonus for such year

accelerated vcstitsg of all outstanding stock options and

continuation of health bettefits coverage for the Executives and their dependents and disability inatiranee coverage for the Executive for specified

periods following termination which ia
generally

five years

All amounts payable tinder this severance benefit shall be paid in Itimp sum within 30 days of termination However no payments under the

Employment Agreements shall be made to any Executive at time i.e within six months followitig termination or in form that wotild subject such

Executive to 409A lax If any payment would because of its timing or form subject any Executive to the 409A Tax such payment shall instead be paid

at the earliest time that it could be paid without subjecting the Executive to the 409A lax snd shall be paid in form that would not subject the Executive to

the 409A Tax We will place an amount in rabbi trust with an independent trustee reasonably aeceptsble to the Executive equal to the Deferred Amount

plus the shnple interest at the prune late that will accrue thereon

lfsny such payment would subject the Executive loan eacise tax tinder Section 4999 of the Code he will generally be entitled to receive an

additional tax grossup payment from Pinnacle

Certain noncompetition nohireaway and nonsolicitation covenants apply to each Executive for specified periods following the termination of

his employment tinder certain circumstances In the event of NonChange of Control lennination the covenant not to compete shall not apply In the

event of ChangeofControl Tennination the covettant not to eonipete shall not apply and the tenD of the nohireaway policy shall be limited to

months from the date of termination

The Employment Agreements amend certain provisions relating to the vesting and cxcreisabihity of existitig stock options Die ptirteipal change that

the Employment Agreenienta make to existing stock options is that in the evenL of Change of Control Termination he
vesting

of all stock optiots.--rather

than of options undera schedule similar to that set forth above in connection with NonChange of Control Temiinations----wihh be accelerated

Other Omonga in Control Provi.rions

lit addition to the Employment Agreements ottr Exeetitive Deferred Compensation Plan or the Exectitive Plan provides certain benefits upon

change in control Effective January 2008 we aniended the Companys Executive Plan to provide eetisin benefits and tax grosstips ttpon eltange in

control for senior executives who elect to usc deferrals of salary and bonuses to futid an aisntiity benefit untter the Executive Plan The amended provisions

of the Executive Plait limit the etimidative payments that we wotild be obligated to make to the psrticipants as whole following ehsnge in controt under

the Plan as described more fully below under Executive Deferred Compensation Plan Pursuant to the restricted stock agreements governing the grants of

restricted stock to cacti of our named executive officers in October 2006 in the event of tenuination of such named executive officers employment for

any reason with or without cause including as result of death or disability the shares of restricted stock shall vest or be emdnated and canceled on the

same basis as provided for unvested stock options in such named executive officers applicable employment agreement tf employment is tenninated for

cause all of the shares of restricted stock of such named exectitive officer may be immediately terminated and canceled in the Cotnpcnsadon Committees

discretion
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rcthle Showing Benefits of Ie-nination due to Death or Disability

The following table sets forth the amounts payable under the employment agreements of each of the executive officers named in the Summasy
Compensation fable in the event of termination due to death or disability The amounts in the table assume that the tennination took place on

December 312007 The closing price of Pinnacle Contmon Stock on such date was $2356

Valise of Options nod

Cast ttestlvted Sloeli that flare Value ci Medicat GrassUp
Severance Acceterated Vesitog Caaiinostioo Aosooat Totat

Name

Daniel Lee $5525646 3378080 107660 $9.01 1.386

Stephen Capp $2135000 1316883 107660 -- $3559543
Wade 1-lundley $2280000 583373 107660 --- $2971033
John Godfrey $1663749 312720 107660 $2084129
Alain tiboldi $1704999 313140 107660 -- $2125799

These amounts include cash severance payments mandated by each executive officers employment agreement as well as bonua amounts eanied in

2006 2005 and 2004 payment of which was deferred by the Compensation Cotnmnittee

ihek amounts are estimates based on blended rate for the executive officers which includes base COBRA cost and incremental costs for the

portion of the premiums that Pinnacle pays The estimated amounts are given because of certain Health Insurance Portability and Accountability Act

of 1996 HIPAA privacy regulations and are expected to be close to the true rate for the individual

lable Showing Benefits of termination Without Cause or by Good Reason other than in Connection with Change in Control

The following table sets foiih the amounts payable tinder the employment agreements of each of the executive officers named in the Sumnssty

Compensation Table iii the event of termination without cause or by the employee for good reason other than in connection with change in control lhe
amounts in the table assume that the tennination took place on tecomnbcr 31 2007 The closing price of Pinnacle Common Stock on sttch date was $23.56

Vstsse of Options anst

Cash Restricted Stack tt.ot have Vsls.e of Mrslieat GrossUi
Severance Aecetensted Vesting Conttrsaotiomi Amount mist

Name It

Daniel Lee $5525646 3378080 32298 $8936024

Stephen Capp $1838125 1316883 32298 $3187306
Wade Hundley $1967500 583373 32298 $2583171
John Godfrey $1444999 312720 32298 $1790017
Alain Tjboldi $1476874 313140 32298 $1822312

These amounts include cash severance payments mandated by each executive officers employment agreement as well as bonus amounts eamed in

2006 2005 and 2004 payment of which was deferred by the Compensation Committee

These amounts are estiniates based on blended rate for the executive officers which includes base COBRA coat and ineiemnental costs for the

portion of the premiums that Pinnacle pays ihe estimated amounts arc given because of certain HIPAA psivacy regulations and are expected to be

close to the true rate for the individual
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Table Showing lien ç/izs ala flange in Control

Ihe following table sets forth the amounts payable under lie employment agreements of each of lie executive officers named in the Summary

Compensation Table in the event of termination in connection with change in control event and where applicable second triggering event Ike

amounts in the table assume that the
triggering event took place on December 31 2007 The closing price of Pinnacle Comnion Stock on such date was

$23.56

Vistas of Optisas and

Cast ttealricteit Stack that Have Value of Medical GrossUp

Severance Accelerated
Vestiag Continuation Aniount Tatat

Name $a Sb

Daniel Lee $8320833 3472320 107660 $2668129 14568942

Stephen Fl Capp $2622500 1496803 107660 771020 4997983
Wade 1-lundley $2805000 922180 107.660 858081 4692921

JoIsts Godfrey $205t249 492640 107660 629294 3280843

Alain Uboldi $2099999 476460 107660 663916 3348035

These amounts include cash severance payments niatidated by each executive officers etnploytnent agreement as well at atintial bonus amounts

eamed in 2006 2005 and 2004 payment of which was deferred by tise Compensation onsinittee

These amounts arc estimates based on blended rate for the executive officers which includes base COBRA cost and incremetttal costs for the

portion of the premiums that Pinnacle pays The estimated asnouttts are given becattse of certain HIPAA privacy regulations and are expected to be

close to the trite rate for the individual

Executive Deferred Compensation Plan

In 2000 we adopted the Executive Deferred Compensation Plan or the Executive Plan which allows certain of our highly compensated employees to

defer on pretax basis portion of their base annual salaries and bonuses The Executive Plan is administered by coniminee appointed by the Bosrd of

lireetors referred to as the Executive Plans committee which at present
is the Compensation Comniittee of lie Board of Directors and participation in the

Executive Plan is limited to employees who are determined by us to be includable within select grotip of employees ii subsequently chosen from the

select group
end iii approved by the Compensation Committee

We may terminate amend or modify the Executive Plan with respect to its participating eiuployeea at any time subject to certain limitations set forth

in the Executive Plan Effective December 27 2004 we amended and reatated the Executive Plan to comply with the provisions of the American Jobs

Creation Act of 2004 or he AJCA and to make certain other changes in the Executive Plan Effective Janttary 2008 we again amended and restated the

Executive Plait to change the interest rates credited on defencE of salaries attd bontises to add an optional annuity form of benefit for selected senior

executives and to comply with the final regulations under the AJCA

Under tlte Executive Plan participaling employee may elect in December of each year to defer up to 75% of his or her salary for the next year and

tsp to 90% of his or her bonus for the next year Any such deferred compensation is credited to deferral contribittion account participating employee is

at all times fully vested in hit or her deferred contributions as well as any appreciation or depreciation attributable thereto

We do not make contributions to the Execsttive Plan for the benefit of employees Amounts that
partieipatittg employee elected to dcfer under the

Exectttive Plan for 2005 2006 and 2007 were credited with ititerest at 3%
per annum However ifs participalitsg employee died became disabled or

retired such participants benefits would be recalestlated with an interest rate of 10% per snnttm If employment temiinated
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for any other reason the Compensation Committee in its soLe discretion could decide to use the 10% rate to determine the amount that should be credited

to such parlicipating employees account The intent of such discretion by the Compensation Committee was to allow the Compensation Committee to

distinguish between employees who may leave to pursue interests unrelated to the Companys activities and employees who may leave to pursue activities

that might be at odds with the Companys interests such as working for competitor

In 2007 however the Compensation Committee determined with the advice of independent compensation consultants that the 3% or 10% interest

rate structure had not helped us achieve our objectives of providing an attractive taxdeferred savings benefit to our executives and enhancing executive

retention but had merely discouraged participation in the Executive Plan Accordingly for 2008 and later periods we amended the Executive Plaui so that

amounts deferred into the Executive Plan will be credited with floating rate of interest of the average of the yields on 30year U.S treasury bonds
isieasured over the business days of the last month of the preceding quarter

of the Executive Plan year plus five percentage points compounded quarterly

We believe that this rate will approximate our very long tenn borrowing costs for unsecured subordinated and covenantlight obligations The

Compensation Committee has tIme discretion to change the crediting rate for defernsls under the Executive Plan on prospective basis as of the beginning of

ony quarter except for deferrals associated with the annuity payout option for which the ittterest rates including any floating rste formula must be

determined before any deferral elections are made and such interest rates cannot be changed thereafter Because 10% approximated the
yields oii 30year

U.S treasury bonds plus
five percentage points as of December 2007 aisd because the

prior
3% or O% interest rate rule was considered punitive for

longterm creditor to the Company we vested each
participant

in the Executive Plan in the 10% iisterest factor on his 01 her account balance tinder the

Executive Plait as of December 31 2007 and eliminated the possibility that participants would only receive 3% on their prior savings

listributiotis under tIme Executive Plan other than the annuity benefit described below are payable upon death disability attd upon the occurrence of

financial emergency as defined in tIme AJCA participating employee will also receive distributions upon change in control of the Company to the

extent pcnnitted in lntemal Revenue Service guidance under the AJCA When making an election to defer salary and bonus participating employee can

specify that the amounts deferred will be paid oit certain dates at least two years after the amounts are deferred Also participant will receive an immediate

payment of his or tier deferred amounts other than deferreti amouitls used to ftmnd the annuity benefit with iitterett on change in control of the Company

We amended the Executive Plan effective Januaty 2008 so that selected senior executives not limited to named executive officers could elect to

use their deferred salary and bonuses to fund their own retirement annuity benefit designated senior executive may elect to have his or her deferral

contributions to ttte Executive Plan contributed to an Annuity Account in the Executive llan as Annuity Deferral Contributions designated senior

executive will also be pennitted to roll over his or tier previouslydeferred contributions for 2005 2006 and 2007 to the Executive Plait into the Annuity

Account Annuity Account will accrue interest at floating rate equivalent to five percentage points over yield of 30year U.S
treasury bonds

compounded and calculated quarterly Compensation Committee believes that this rate wilt approximate Pinnacles very long temu borrowing costs for

unsecured subordinated and covenantlight obligations The Compensation Committee may ehatuge the method for determining the floating
interest rate

but any change in method will apply only to Annuity Deferral Contributiotts made in years after the change At the designated executives 65th birthday the

executives Annuity Account balance will be used to pay an annuity providing fixed monthly payments until the executives death or ifs joint and

survivorship feature applies the later of the executives death or the death of the execsttives designated heneficiaty TIse amount of the fixed monthly

payments is calculated based on the executives actuarial life expectancy and ifapplieable the actuarial life expectancy of his designated beneficiary and

the rate of imiterest mentioned above therefore if the executive lives beyond his or her actuarial life expectancy the executive will essentially receive

higher return on his or her Actuarial Accotunt balance as of his or her 65th birthday but if the executive dies before reaching his or her actuarial life

expectancy the executive will receive lower return and tnay not even receive his or her full account balance
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lithe designated executive is married the annuity beginning when the executive reaches age 65 will nomsally be paid in the form of joint and

survivor annuity with his or her spouse as beneficiary In other words the monthly payments would be computed based on the actuarial lives of both the

designated executive and spouse and the payments would continue utttil the later death of the two individuala If the executive is not married the annuity

will normally be paid
in the form ofa life annuity for isis or her life Ifa designated executive designates beneficiary other than his or her spouse the

designation will requite the approval oftheCompensation Committee end if theexectitive ia married the approval of his orher spouse

Ifajoint and survivor annuity form applies and the designated executive dies before reaching age 65 the executives Annuity Account balance will

be used to pay an annuity to his or her designated beneficiary beginning when the executive would otherwise Itave reaclted age 65 lIthe executive dies

before reaching age 65 and the executive has no designated beneficiary the executives Annuity Account balattee will be payable to his or her estate in one

lump sum

On change in control of the Company the Company is reqttired to purchase an annuity contract from qualified annuity company that will give

each designated executive an anntiity providing the same aftertax benefits as the aftertax benefits the executive would ltave received froni his or Iter

Annuity Account if the change in control had not oecuned 1Ite interest rate for determining his or her benefits under the annuity contract will be the

average of the floating rates in effect for the eight calendar quarters preceding the change in control The purchase of such an annuity contract will

accelerate the taxes that the executive would owe on benefits from the Annuity Aceotitit the Company will pay such taxes on grossednp basis

Because the purchase of the antittity contract will be taxable trstisaction even though the company will pay his taxes on tlte purchase on grossedup

basis the executive will have tas basis in the annuity contract so that portion of each monthly annuity payment will be taxfree retum of basis to him

Therefore tlte pretax monthly payments uitder the
annttity cottiract tvill be less than the pretax monthly payments the exeetttive would have received if ito

change itt control Itad occurred although the aftertax payments will be the same

There are certsin imnita on the ability of designated executive to make Antiulty leferrsl Contributions to the Annuity Account The limits for 2008

are the lesser ofl an amount equal to his 2006 botttts $500000 and an atnount that would result in an annuity at age 65
greater

tItan 50% of his

final average compensation as computed in 2008 Limits and are not applicable to previottslydefcrrcd amounts for 2005 2006 or 2007 that the

deaigtsated executive elects to roll over iitto the Amstttmity Account. In addition the Annuity Deferral Contribtttions for all designated executives in 2008 are

limited so that if clisnge in control occurred during 2008 tlte amount that the Company would be obligated to pay to purchase annuity contracts and to

pay taxes on grossedtip basis for all designated executives would itot exceed the aggregate Annuity Account balamtces of all designated exectitives by

more than $10000000 If the Annuity Deferral Contributions of all designated executives were to exceed this $10000000 limit Ihen the Annuity Deferral

Contributions of all designated executives would be reduced ratably Based on the atnotints contributed or rolled over into the Executive Plan at of March

31 2008 the estimated cost to the Company of these provisions in the evettt of change of eotttrol on that date would be approximately $2296292

The Conspensation Committee has reserved the right to alter the limits participation
and interest ate acentats in future periods as to fitturc

contributions

Ihe provisions of the Exeetttive Plan before its ametidmnent effective Jattuary
2005 will remain in effect for any deferrals that were deducted from

salaries and bonuses in 2004 or itt earlier years including but not limited to Ilte following provisions

For purposes of determining the rate of rctttrn credited on any deferrals that were dedttcted from salaries and bonuses in 2004 or its earlier

years each participating employee may select front list of hypothetical
investment funds among which deferred contribtitions shall be allocated

Although participating employees deferred compensation will not be invested directly in the selected hypothetical investment funds Itis or her

deferral compensation account shall be adjttstcd according to the performance
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of such funds Although the fund investment alternatives under the Executive Plan are different from those under our 401k plan we do not believe

the participants in the Executive Plan are entitled to preferential return ott amounts deferred in relation to the return available to empLoyees generally

under the 401k plan We are not obligated to acquire ot hold any investment fund assets aitd

participating employee may receive at any time 90% of his or her accottnt balance attributable to defenala that were dedttetcd from

salaries and bonuses in 2004 er in earlier years subject to forfeiture of 10% of the account balance

As with alt nenquahifted defened competisation plaits participating employees rights against
us to receive the defetTed atnounts are limited to the

rights ofan unsecured general creditor Our obligation to pay benefits under the Executive Plan both before and after its amendment is not backed by any

security interest in our assets to assetre payment of the dcfencd amounts

NonQualified Deferred Compensation Table

The following table shows the defened compensation activity for our named cxeetttive officers for the Executive Plan except for Stephen 11 Capp
who does not participate in the Executive Plan All executive nonqualitied and Pinnacle contributions to each plait are also included in cunent year

compensation presented in the Sttmmary Conwenaatton Table

Executive Registrant Aggregate Aggregate Aggregate

Contributions Cantributtotta Earnings in Wittidramstsl Balance at

in Last FY iii Last lY Last FY tistributions Last EYE

Name 53

Daniel It Lee 200000 77754 866185
Wade Hundley 43254 390435
John Godfrey 48750 29424 393674
Main Uboldi 417105 138610 $1699949

2005 Equity and Performance lttcentive Plan

We adopted otir 2005 Equity and Perfonnance Incentive Plait or the 2005 Plan in April 2005 and our stockholders approved the 2005 Plan at our

annual meeting on May 2005 the 2005 Plan is administered by our Compettsation Committee the Compensation Committee has broad discretion and

power in operating the 2005 Plan in determining which of our employees directors and consultants shall participate and the terms of inctividuat awards tn

May 2006 our stockholders approved sit aniendinent to the 2005 Plan that would have increased the number ofahares available for awards and the

ittcctttive stock option limit under the 2005 Plan in the event that we consummated our thenproposed acquisition of Aztar Corporation Since we did not

consummate the acqttisition the provisions of the amendment to the 2005 Plait did not become operative

Awards under the 2005 Plan may consist of options stock appreciation rights restricted stock other stock unit awards performance awards dividettd

eqttivalents or any cotnbittation of the foregoing

The shares attthorized under the 2005 Platt are governed by the followittg principles

the 2005 Plait provides for an aggregate of up to 3000000 shares of Pinnacle Common Stock to be available for awards which amount will

increase to 4750000 ifProposal is approved by the stockholders plus the number of shares
subject to awards granted uitder our prior stock

plans and the individual Arrangements that arc forfeited expire or are cancelled after the effective date of the 2005 Plait

2005 llats provides for maximum number of awards tinder the 2005 Plan that may be issued as incentive stock
optioits

of 3000000 shares

of Pintiacle Common Stock wltich amount will increase to 4750000 if Proposal is approved by the stockholders
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Any shares that are subject to awards other than options or stock appreciation rights including shares delivered in settlement of dividend tights

shall be counted against this limit as 1.4 shares for every one share granted

The aggregate number of shares available under the 2005 Plan and the number of shares subject to outstanding opliotss
and stock

appreciation

rights will be increased or decreased to reflect any changes in the outstanding Pinnacle Common Stock by reason of any recapitalization

spinoff reorganization reclassitication stock dividend stock split reverse stock split or similar transaction

If any shares subject to an award tinder the 2005 Plan are forfeited expire or are terunitsated without the issuance of shares the shares shall again

be available for award under the 2005 Plan

As of March 27 2008 263540 shares remained available for awards under the 2005 Plan excluding any additional shares available under the

2005 Plan ass result of forfeiture expiration or other termination of awards under prior plans and the Individual Arrangements

Under the 2005 Plais no participant may be granted in any 12month period

options or stock appreciation rights with respect to more than 1500000 shares

restricted stuck perfonnance awards or other stock unit awards that are denominated in shares with
respect to more than 750000 shares or

performance awsrds or stock unit awards that are valued by reference to cash or property having maximum dollar value of more tItan

$2500000 excluding awards dettominated by reference to tiumber of shares

Under the 2005 Plan the exercise price for an option or stock appreciation right eantiot be less than 100% of the fair market value of the underlying

shares on the grant date The 2005 Plan does not pennit the repricing of options or stock appreciation rights

Perforinausce awards under the 2005 Plan are awards thaI provide payments dctertnined by the aehievetnent of perfortisanee goals over perfonasnee

period FIse Compensation Committee determines the relevant performance goals and the performance period flie perfomsatice goals will be based on rIse

attainment of
specified

levels of or growth of one or any combination ofor formula based on modified calculations of certain specified factors The

eligible factors include net sales pretax income before or after allocation of corporate overhead and bonus earnings per share ttet income division group

or corporate financial goals retum Ot stockholders equity rettLtlt on assets attainment of strategic and operational initiatives appreciation in andfor

maintetiance of the price of the shares or aisy of our other pttbliclytraded seesirities market share gross profits earnings before taxes earnings before

interest and taxes EBITDA an adjusted formula of EBITDA economic valiteadded models comparisons with various stock nsarket indices reductions in

costa and/or return on invested capital of Pinnacle or any affiliate division or business unit of Pinnacle for or within which he participant is primarily

employed Sttch perforniattee goals also may be based solely by reference to our performance or the performance of an affiliate division or business unit of

Pinnacle or based upon the relative pcrfortnance of other companies or upon comparisons of any of the indicators of prfonnance relative Co other

companies

We iittend that Mr Lees bonuses under his employment agreement will be performance awards under the 2005 Plan

lime 2005 Plan provides that it is not the ottly 115mm or arrangement ttnder which we may compctisatc officers and we reserve the right to pay bonuses

or other cotnpensation to our named executive officers in addition to their bonuses or other awards under the 2005 Plan
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Grant of PlanBased Awards

The following table provides information regarding our grant of planbased awards made in 2007 During the fiscal year ended December 31 2007
Daniel Lee was the only named executive officer to receive grants of planbased awards which consisted of only nonequity incentive plan awards

under the 2005 Plan

Estimated tossttIe Payouts Uniter

NoiiEqntty Incentive

Plan Awards

threshold target Mosiususii

time tS

Daniel Lee 375000 750000 1500000

Under the terms of his employment agreemesst and the 2005 Plan Mr Lee can earn annual bonuses of up to 150% of his annual salary with targeted

bonus of 75% ofhis annual salary based on meeting certain petformancc targets wills respect to our EBITDA The IiI3ITDA target is typically based on our

total EBITDA with certain adjustments wlsich we refer toss adjusted EBIlDA

For 2007 the adjusted FBDDA threshold was $143.9 million at which Mr Lee would receive bonus of 37.5% of his base salary and below which

Mr Lee would receive no bonus The adjusted EI3ITDA target was $173 million at which Mr Lee would receive bonus of 75% of Isis base salary The

adjusted EBITDA maximum was $183 tnillion at which Mr Lee would receive bonus of 150% of his base salary The Compensation Committee certifies

in writing that the
targets

have been met belbre the bonus is paid Pinnsele achieved an adjusted EI3ITIA of approxitnssely $169 million in 2007 as

reporled ii our earnings release fitrnished in Current Repoti on Form 8K filed on Pebrusty 26 2008 In February 2008 the Compensation Committee

awarded Mr Lees bonus of $733275 which is slightly less than 75% of his base salary and approximately 44% less than his prioryear bonns

For 2007 adjttsted EI3ITDA was defitsed as eamings before interest ineotne and expense income taxes depreciation amortixstion preopening and

development costs noncash sharebased compensation merger termination proceeds asset impairment costs atrd writedowns corporate level litigation

settlement costs gain loss on sale of certain assets gain loss oti sale of marketable securities minority interest loss on early extinguishment of debt and

discontinued operations

The Competssation Committee decided to defer 30% of Mr Lees bontis for 2007 the deferred portion of the bonus does not accrue interest is an

unsecured obligation
of the Company and will be paid in three equal installments in January of 2009 2010 snd 2011 Mr Lee will receive the deferred

portion of the bonus only if he is employed on the scheduled payment date dies becomes disabled terminates his ensployment for good reason is

tersnitiated by us without cause under his employtnent agreement or we have change of control as defined in his employtnent agreement
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Outstanding Equity Awards at Fiscal YearEnd

fhe Following able provides information regarding outstanding equity award grants held at December 2007 by each of he executive officers

named in the Summary Compensation Table

Opiau Awards Stock Awards

Market

Number of Value of

Number of Number of Shares or Shares or

Sacisritica Securities Units of Uutla at

Undcrlying Umiderlylag Option
Stack Stock

Uacaeretscd Unexeretoed Exercise Optiami thai Slave Ehmoi flove

Options Optloas fl rice Eapirattan Not Vested Not Vested

Name Eserelsablo Unexerclsabte tate

Daniel 1k Lee 865801 8.45 4110/2012

240000 360000d 1470 513/2015

l2000 282720

Stephen II Capp 229391 57348e 6.05 1/1/2013

40000 600001 16.92 5/16/2015

4000 94240
Wade Hundley 100000 8.08 9/1/2011

50000 9.70 9/1/2011

50000 1131 911/2011

75000 5.95 1/29/20 12

125000 962 6/18/2012

14556 21834g 15.18 5/2/2015

35444 53166d 14.70 5/3/2015

8000 20001 16.92 5/16/2015

8000 188840

John Godfrey 250000 7.02 8/I 3/2012

40000 600001 16.92 5/16/2015

4000 94240
Alain Uboldi 15000 6.70 11/5/2011

5000 5.95 1/29/212

30000 9.62 6/18/2012

8000 2000h 6.75 8/14/2013

40000 60000i 17.75 2/8/2015

4000 94240

The option awards were granted pursuant to the Companys 2005 Plan and the Companys 1993 1996 2001 and 2002 stock option plans as well as

certain options granted outside of the stockholder approved plans ace the Equity Compensation Plan Infonnation at Fiscal YearEnd table below
For

option awards issued since June 2002 such awards including those reflected in the table vestal rate of 1/5th per snnuul

lie stock awards consist of restricted stock granted on October 2006 to each of dxc named executive officers in accordance with the our 2005 Plan

Time reslticted stock granted in Octobcr 2006 vest in five equal mtnnual instailmettts on January 31 of 2007 2008 2009 2010 and 2011 As of

December 31 2007 there were four remaining annual installments Upon termination of the executives employment for any reason with or without

cause the restricted stock will vest or be lerinittated and cancelled ott the same basis as provided for unvested stock options in the named executive

officers then applicable employment agteement In no event
tnsy

the named executive officer transfer amsy shares Sisal tire not vested or any right or

inietcst therein to any peisoii in any manner whatsoever whether voluntarily or by operation of law or otherwise

TIme market value of stock awards reported in this column was computed by multiplying $23.56 the closing market price of Pinnacles stock at

December 31 2007 by the numnber ofslmares of stock awarded
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Vesting dates are May 2008 2009 assd 2010

Vesting dale is January IL 2008

Vesting dates are May 16 2008 2009 and 2010

Vesting dates are May 220082009 and 2010

Vesting date is August 14 2008

Vesting dates are February 2008 2009 and 2010

Option Exercises and Stock Vested

The following tsble provides infossnation regarding the
vesting of restricted stock during lire fiscal year ended December 31 2007 None of tire

named executive officers have exercised stock oplions durissg airy
fiscal year

Stock Awarda

Number sfSlsares Vatas Realized

Acquired on our Vesting

Name VestingS $a

Daniel Lee 3000 103590

Stephen Capp 1000 34530
Wsde It lIundley 2000 69060
John Godfrey tooo 34530
AlainUboldi 1000 34530

The value realized was detemsined by multiplying lire number of shares of stock by Ihe closing price of Pinnacle Common Stock ore tire vesting dale

January 31 2007 which was 534.53

Eqnity Compensation Plan Information at Fiscal YearEnd

Nuss her of sccoriltes

Nosislrer sf securities to be resssssisstusg available for

issued tspsii vesting of fuulrure issuance ratter

restricted sleek swords Wciglsteslaveragc equity cosupeussattsss plans

ansi exeIcise of saercise price st ensciotilung securities

sotetandisug aptiosus ouulstastdliug options reflected ins ttse first

itisa
category warnuals susd rigisls warrants arssl rights colsuno

Equity compensation plans approved by

security holders

Restricted stock awards and stock

options 5436325b 15.55b 473815
Directors Plan 56628e 15.62d 43591

Total 5492.953 15.55 517406
Eqisity eonnpensatiost plans not approved

by security hoLders 337540 7.83

lotal 5830493 15.11 517406

Consists oP

shares of Pissnacle Common Stock to be issued upon tire exercise of options granled pursuant to the Companys 2005 Plan and tire Companys
1993 1996 2001 and 2002 stock option plasss

shares ofPitsnacle Comnsors Stock to be issued upon tIne exercise of options granted outside of our sleek option plassa lo members of the

Companys management leain and approved by our slockisoldera and
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shares of Pinnacle Common Stock to be issued
tilon the vesting of restricted stock awards pursuant to the Companys 2005 Plan

The restricted stock awards and stock options haves weighted average remaining contractual life of 6-3 years as of December 31 2007

Includes 36000 aharcs of restricted stock granted in October 2006

Consists of shares of Pinnacle Common Stock credited to directors deferred compensation accounts to be issued pursustit to the Directors Plan

described tinder Director CompensationAmended and Restated lirectors Deferred Compensation Plan above All stieh shares arc fully
vcatcd

and payable upon cessation of service as director

Based ott the purchase price of the shares credited to the directors deferred compensation aecoonla under lie Directors Plan

Consists of 250801 shares of Pitinacle Common Stock issuable upon the exercise of options granted to Daniel Lee in 2002 atid 86739 shares of

Pinnacle Common Stock iaauable upon the exercise of
options granted to Stephen I-I Capp in 2003 The

optiona granted to Messrs Lee and Capp itt

2002 and 2003 respectively were gratttcd to each sttch executive officer in connection with his original retention by the Company

The esercise
price

of the options referenced above
grttntcd to Mr Lee is 8.45 and stich options vested over fouryear period which lisa passed

The options expire on April 102012 subject to certaiii termination events as governed by the grant of options and Mr Lees Employment

Agreemcttt

The exercise price of the options referenced above granted to Mr Capp is $6.05 and tlte options vested over fiveyear pcriotl which has passed The

options expire on January II 2013 subject to certain tcnnination events as governed by the
grant

of options and Mr Capps Employment

Agreement

Upon tlte approval of the 2005 Plan at the 2005 Annual Meeting we canceled the 1993 1996 2001 and 2002 Stock Option Plans the Prior Plans
so that no further grsnts or awards will be tuade under the Prior Platia However atiy shares subject to awatds under the Prior Plans which are fosfeited

expire or otherwise terminate without issuance ofshsrcs or are settled for cash or otlterwise do not result in the issttaticc of shares are authorized for

issuance under the 2005 Plan In addition grants and awards made under the lrior Plans before their cancellution will continue in effect The stock option

grants to Messrs Lee and Capp described in footnote above also continue in effect and suclt shares will be authorized for issuance under the 2005 Plan

in the event of forfeiture expiration or tennittation without issuance of shares

Compensation Comnttttee Report

The Compensation Committee of tlte l3oard of Directors has reviewed and discussed the Compensation Discussion and Analysis with the Compsttys

managctncnt stid based on such review and discussions the Compensation Cotnmittce has reeosnmended to the Board of Directors that the Compensation

Discussion and Anslysis be included in this Proxy Statement

Compensation Committee

Lynn Reitnouer Chairtnan
Richsrd

Googleiti

James Martineatt
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STOCKHOLDER PROPOSALS FOR THE NEXT ANNUAL MEETING

Under the Companys Restated Bylaws atockholders who wish to present proposals for action or to nominate directors at the next annual meeting of

stockholders of the Company that is the next annual meeting following the Annual Meeting to which this Proxy Statement relates must give written notice

thereof to the Secretary of the Company at tIre address set forth on the cover page of this Proxy Statement in accordance with the then cuntnc of

the Companys Restated t3ylawa Ihe Bylaws currently require that such notice be given not more than 120 days nor less than 90 days prior to the first

anniversary of this years Annual Meeting i.e no earlier than January 20 2009 and no later than February 192009 If however the Company advances

the date of the next annual meeting by more than 30 days or delays such date by more than 60 days notice by the stockholder must be given not earlier than

120 days in advance of such meeting arid riot after the later of 90 days in advance of such meeting or ii the tenth day following the first public

announcement of the date of such meet ing by the Company Stockholder notices must contain the information required by Section of Article ofthe

Companys Restated Bylaws If the Company does not have notice of matter to come before the next annual meeting by February 19 2009 or in the

event the next annual meeting is held more than 30 days before or 60 days after the anniversary of this Annual Meeting then by the date described above

relating to such delay or advance in the meeting date the Companys proxy for such meeting will confer discretionary authority to vote for such matter

In order to be eligible for inclusion in the Companys proxy statement and proxy card for the next annual meeting pursuant to Rule 4a8 under the

Exchange Act stockholder proposals would have to be received by the Secretary of the Company no later than Iecernber 17 2008 if the next annual

meeting were held oii or near May 20 2009 In the event that the Company elects to hold its next annual meeting more than 30 dsys before or after the

anniversary of this Annual Meeting such stockholder proposals would have to be received by the Company reasonable time before the Company begins to

print
and send its proxy materials Stockholder nominations of directors are not stockholder proposals within tIre meaning of Rule 14a8 and are not eligible

for inclusion in the Companys proxy statement

ANNUAL REPORT TO STOCKHOLDERS AND FORM 10-K AND OTHER MATTERS

The Companys Annual Report to Stockholders which was mailed to stockholders with or preceding this Proxy Statement contains financial arid

other information about the Company but is trot incorporated into this Proxy Statement and is rot to be considered part of these proxy soliciting materials

or subject to Regulation 14A or 14C orto the liabilities of Section 18 of the Exchange Act lire infoniration contained in the Compensation Committee

Report and The Audit Committee Report arid the Companyoperated websites referenced in this Proxy Statement shall nor be deemed filed with the

SEC or subject to Regulations 14A or 14C or to the liabilities of the Section 18 of tIre Exchange Act and shall not be incorporated by reference in any filing

of the Company under tIre Securities Act of 1933 as amended or the Exchange Act whether made before or after the date hereof arid irrespective of any

general incorporation language iii any such filing

THE COMPANY WILL PROVIDE WITHOUT CHARGE COPY OF ITS ANNUAL REPORT TO STOCKHOLDERS FOR 2007 AND
ITS ANNUAL REPORT ON FORM JO-K INCLUDING THE FINANCIAL STAIEMENTS AND THE FINANCIAL STATEMENT
SCHEDULES AND EXHIBITS FILED WITH THE SEC FOR FISCAL YEAR 2007 TO ANY BENEFICIAL OWNER OF PINNACLE
COMMON SrOCK AS OF THE RECORD DATE UPON WRITTEN REQUEST TO PiNNACLE ENTERTAINMENT INC 3800 HOWARD
HUGHES PARKWAY LAS VEGAS NV 89169 AT1ENTION LEWIS FANGER INVEStOR RELATIONS

IMPORTANT NOTICE REGARDING THE AVAILABILITY OF PROXY MAtERIALS FOR TIlE ANNUAL MEETING OF
STOCKHOLDERS TO BE HELD ON MAY 20 2008 TIns Proxy Statement and the acconspanying Annual Report are available al

www.proxyvote.com
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Appendix

Pinnacle Entertainment Inc

Categorical Director Independence Standards

The Board of Directors the Board of Pinnacle Entertaimnent Inc Pinnacle has adopted these Categorical Director Independence Standards to

assist the l3oard in making determinations of director independence in accordance with Ike rules of the New York Stock Exchange the NYSE
The Board will asscss the independence of each director on all annual basis prior to approving director nominees for inclusion in he proxy statement

for Pinnacles annual meeting of shareholders If director is aplsointcd to the Board between annual meetings the Board will assess he directors

independence at the time of such appointment Directors must notily
the Board promptly of any change in circumsiances that might be perceived as putting

lie directors independence at issue If so notified the Board will reevaltiate the directors independence as soon as practicable

Under these standards director will be deemed indapendent for purposes of service on the Board only if

the director does not hate any relationship described in NYSE Rule 303A.02b aa such rule may be amended from time to time

in the event tlte director has relationship that exceeds lie limits described below the Board determines in its judgment after consideration of all

relevant facts and circumstances that the relationship is not material slid

the l3osrd reviews all eonirnercial banking consulting legal accounting charitable familial and other relationships
the director has with Pinnacle

that are not ofa type described below and determines in its judgment after consideration of all relevant facts and circumstances that the relationship

is not material

rite fact that
particular relationship or transaction is required to be disclosed in the annual proxy statement under the rules of the Securities and

Exchange Commission the SEC will not bedispositive for purposes of determining whether the relationship or transaction is materisi If the Board

detennines that relationship described in section or above is not material the basis for that deteniiination will be explained in Pinnacles annual

proxy statement as required by NYSE Rule 303A.02a as such rule may be amended from time to time

director shall be deemed not to have material relatloitahip with Pinnacle if the director satisfies each of the Categorical Standards listed below

lNo Material If aiplayinent will Pinnacle he director is not and has not within the past three years been att employee of Pinnacle and no member of

tlse directors immediate family is or within the past tlsree years has been an executive officer of Pinnacle

No Material Direct compensation frasn Pinnacle Neither the director nor any of Isis or her immediate family has received more than $100000 during

any twelvemonth period within the
past

three years in direct compensation frons Pinnacle In calculating such compensation the following wilt be

excluded director and committee feet and pension or other forms of deferred compensation for prior service to Pinnacle provided tlsst such deferred

compensation is psot contingent in any way on continued service for Pinnacle and compensation paid
to an immediate family member of the director for

service as an employee of Pinnacle otlser than as an executive officer

No Malarial Affiliation wills Pinnacles Auditor The director is not current partner and no immediate family member of the director is current

partner ofa finn that is Pinnacles inteniat or external auditor 13 the director is not eunenl employee of firm that is Pinnacles ittternsl or external

auditor the director has no immediate family member who is current employee of tirm that is Pinnacles internal or external auditor amt wtit

participates in the finns audit sssurstnee or tax compliance but not tas planning practice and neither
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the director nor an immediate family member of the director was within the last three years but is no longer partner or employee of finn that is

Pinnacles internal or external auditor and personally worked on Ptnnaclcs audit within that time

No interlocking Directorates Neither the director nor an immediate family member of the director is or has been within the last three years employed

as an executive officer of another company where any of Pinnacles present executive officers at she same time serves or served on hat companys

compensation committee

No Material Relationship its vol v/ag Company in Business Dealings wit/i Pinnacle The director is not current executive officer employee or

significant equityholdcr of and Lie immediate family member of the director is etirrent cxectttive officer of another company that has made payments to

or has received payments frotu Pinnacle for property or services other than those arising solely fiom investments in Pinnacles securities in an amount

which in any of the last three fiscal years exceeds the
greater ofSl million or 2% of such other companys consolidated gross revenues

No Material Relations/zip involving Law F/ritz or Investment Banking Firm Providing Serv/ces to Pinnacle ihc director ts not current partner or

associate of or of counsel to or an employee of and no imtnediate family member of the director is current managing partner or executive officer of

law finn or investment banking finn providing service to Pinnacle wherein the fees paid to such finn by Pinnacle during any fiscal year in each of such

finns three preceding fiscal years exceeded the
greater ofSl million or 2% of such firms consolidated

gross revenues

No Materiel Relationship involving faxExempt or Other Charitable Organizations to which Pianacle Contributes Neither the director uior an

immediate family member of the director is currently an executive officer or director of taxexempt or other charitable entity to which Pinnacle has made

contributions for the most recently completed fiscal year representing more tItan the greater ofSl million or 2% of such organizations annual consolidated

gross rcvenstes

No Material indebtedness Relationship Neither the director nor an immediate family mesnber of lie director is
currently an executive officer of another

company which is indebted to Pinnacle or to which Pinnacle is indebted wltere the total amount of either Pinnacles or the other eotnpanys indebtedness

exceeds 5% of tltc consolidated assets of the indebted company

No Material Relationship with Company in which Pinnacle has Equity Ownership Neither the director nor an immediate family member of the

director is ctsrrcntly an cxeetttivc officer or director of another company in which Pinnacle owns sit eqttity interest greater than 10% of the total equity of

sttch other company

10 No Material Relationship as Holder of Debt Securities of Pinnacle Neither the director nor an immediate family member of the director holds debt

securities of Pinnacle in an aggregate principal amount exceeding the greater ofSl million or 2% of such directors or imntcdislc fanily members net

worth

Direct or indirect ownership of even significant amount of Pinnacle stock by director or the directors immediate family member who is

otherwise indepctidcnt as result of the application of the foregoiisg standards will not by itself bsr an independence finding as to such director Members

of Pinnacles Audit Committee must also satisfy the independence reqttirememsts ofScction IOAm3 of the Securities Act of 1934 as amended

For purposes of these Categorical Standards independent has the meaning ascribed to snch tcnn in NYSE Rule 303A.02 Pinnacle

includes Pinnacle tintcrtsimtment Inc and its consolidated subsidiaries an immediate family member includes persons spouse parents children

siblings mothers and fatlsers-inlaw sons and daugltters-in-law brothers and sistersinlaw and anyone other rhams domestic employees who shares

such persons home except that when applying the independence tests described above Pintsacle need not consider individuals who are no longer

immediate family members as result of legal
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separation or divorce or those who have died or have become
incapaeitted

executive officer has the same meaning specified for the term officer iti

Rule óa 1f under the Securities Exchange Act of 1934 as amended and significant equityholder is the owner of 10% or greater voting or

economic equity interest itt tlte entity

Ttte Board may revise these Categorical Standards from time to time as it deems appropriate subject to applicable stock exchaitge listing

reqttircments

fltc term officer sItall isican Pinnacles president principal
fitiatteial officer principal accounting officer or if there is no such accounting officer

the controller any vicepresident of Pinnacle in cltargc of priticipal business unit division or function such as sales administration or finance

any other officer who performs policymaking function or any other person who perfonns similar policy-making functions for Pinnscle Officers

of Pinnaclos subsidiaries shalt be deemed officers of Pinnaclo if they perform suclt policymaking fttnetiona for Pinnacle
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Appendix

2005 Equity and Perfortnnnee Incentive Plan As Amended

Amendment To Be Voted On Is Indicated by Underline for Additions and Strikethrough Teat

for Deletions

PINNACLE ENTERIAINMENT INC
2005 EQUITY AND PERFORMANCE INCENTIVE PLAN AS AMENDED

PINNACLE ENTERTAINMENT iNC corporation existing tinder the laws of the State of Delaware the Company hereby establishes and

adopts the following 2005 Equity and Pcrfonnance Incentive Plan the Plan Certain capitalized terms used in the Plan are detined in Article

RECIIALS

WHEREAS the Company desires to encourage high levels of performance by those individuals who are key to the success of the Company to attract

new individuals who are highly niosivatecl and who are expected to contribute to the success of the Company and to encourage such individuals to remain as

directors employees consultants andlor advisors of the Company and its Affiliates by increasing their proprietary interest in the Companys growth and

success arid

WIIEREAS to attaiti these ends the Company has formulated the Plan embodied herein to authorize the granting of Awards to Participants whose

judgment initiative and efforts are or have been or are expected to be responsible for the ssteeess of the Company

NOW Tl1EREFORE the Company hereby constitutes establishes and adopts the following Plan and agrees to tlse following provisions

ARTICLE

PURPOSE OF THE PLAN

1.1 /tuposc The purpose of the Plan is so assist the Company and its Affiliates in altracting and retaining selected individttals to serve as directors

employees eonsttltants andlor advisors of the Company who are expected to contribute to the Companys success and 10 achieve longterm objectives

which will inure to the benefit of all stockholders of the Company through the additional incentives inherent in the Awards hereunder

ARTICLE II

DEFINITIONS

2.1 Affiliate shall mean any person or entity that directly or through one or more intermediaries controls or is controlled by or is under

common control with the Company includingany Parent or Subsidiary or ii auiy entity in which the Company has significant equity interest as

deternmitted by the Committee

2.2 Applicable Laws means the legal requirensents relating to the administration ofand issuance of securities tinder stock incentive plans

including without limitation the reutuiremetits of state corporations law federal and state securities law federal and state tax law amtd the requirements of

any stock exchange or quotation system upon which the Shares may then be listed or qttoted Por all purposes of this Plan references to statutes and

regulations shall be deetued to include any successor statutes and regulations to the extent reasonably appropriate as determined by the Committee

2.3 Award shall mean any Option Stock Appreciation Right Restricted Stock Award Porfomiatsee Award Iividend Equivalent Other Stock Unit

Award or any other right interest or option relating to Shares or other property including cash granted pursuant to the provisions of the Plan
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2.4 Award Agreement shall mean any written agreement contract or other instrument or document evidencing any Award granted by the

Committee hereunder

2.5 Board shall mean the board of directors of the Company

2.6 Cause shall have the meaning set forth in Participants employment or consulting agreement with the Company if any or if not defined

therein shall mean acts or omissions by the Participant which constitute intentional material misconduct ot knowing violation of material policy of

the Company or any of its sulidiaries ii the Participant personally receiving benefit in money property or services from the Company or any of its

subsidiaries or from another person dealing with the Company or any of its subsidiaries in material violation of applicable law or Company policy iii an

act of fraud cotiversion misappropriation or embezzlement by the Participant or his conviction of or entering guilty plea or plea ofno contest with

respect to felony or the equivalent hereof other than DIM or iv any deliberate and material misuse or improper disclosure ofeonlidential or

proprieta information of the Company

2.7 Change of Control shall mean the occurrence of any of the following events

The direct or indirect acquisition by an nnrelated Person or Group of Beneficial Ownership as such terms are defined below of more

than 50% of the voting power of the Companys issued and outstanding voting securities in single transaction or series of related transactions

ii The direct or indirect sale or tranafer by the Company of substantially all of its assets to one or more unrelated Persona or Groups in single

transactioti or series of related transactions

iii The merger consolidation or reorganization of the Company with or into another corporation or other entity
in which the Beneficial

Owners of more than 50% of the voting power of the Companys issued and outslanding voting securities immediately before such merger or

consolidation do not own more than 50% of the voting power of the issued and outstanding voting securities of the surviving corporation or other

entity immediately after such merger consolidation or reorganization or

iv During any consecutive twoyear period individuals who at the beginning of such period conslitutcd the l3oard of the Company together

with
any new Directors whose election to such Board or whose nomitastion for election by the stockholders of the Company was approved by vote

of majority of the Directors of the Company then still in office who were either Directors at the beginning of such period or whose election or

nomination for election was previously so approved cease for any reason to constitute majority of the Board of the Company then iii office

None of the foregoing events however shall constitute Change of Control ifsueh event is not Change in Control Event ttndcr IRS Notice 2005I or

sueeeaaor IRS guidance For purposes of detenaiining whether Change of Control has occurred the following Persons and Groups shall not be deemed to

be unrelated such Person or Group directly or indirectly has Beneficial Ownership of more tltstt 50% ofthe issued and outstanding voting power of

the Companys voting securities immediately before the transaction in question the Company has Beneficisi Ownership of more Ihan 50% of the voting

power of the issued and ottlstanding votitag securities of such Peraon or Group orC more than 50% of Ihe voting power of the issued and outstanding

voting securities of such Person or Group are owned directly or indirectly by Beneficial Owners of more than 50% of the issued and
otttstanding voting

power of the Companys voting securilies immediately before the transaction in question The tenns Person Grotip Beneficial Owner and

Beneficial Ownerstup shall have the meaitings used in the Exchange Act

2.8 Code shall mean the Internal Revenue Code of 1986 as amended from time to titne and any successor thereto

2.9 Committee shall mean the Comtnittee constituted uttder Seetiort 4.2 to administer this Plan

2.10 Company has the meaning set forth in introductory paragraph of the Plan
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Consultant means any person including an advisor who is natural person ii provides bona tide services to the Company or Parent or

Subsidiary and iii provides services that are not in connection with the oiler or sale ofsecurities in capitalraising transaction and that do not directly or

indirectly promote or maintain market lor the securities of the Company provided that the term Consultant does not include Employees or

ii Directors who arc paid only directors fee by the Company or who are not compeirsated by the Company for their services as Directors

2.12 Continuous Status as an Employee Director or Consultant means thai lire employment director or consulting relationship is not

internipred or terminated by the Company any Parent or Subsidiary or by the Employee Director or Consultant Continuous Status as an Employee
Director or Consultant will not be considered intenupted in the ease of any leave ol absence approved by tire Board including sick leave military leave

or any oilier personal leave provided that for purposes of incetttive Stock Options any such leave may ttot exceed 90 days unless reemployment upon tire

expiration of such leave is guaranteed by contract including certain Company policies or statute ii transfers between locations of the Company or

between the Company its Parent its Subsidiaries or its successor or iii in the case ofan Award other than an incentive Stock Option the ceasing ofa

person to be an Ernpioyee white such person remains lirector or Consultant the ceasing ofa person to be Director while such person remains an

Employee or Consultant or the ceasing of porson to be Consultant while such person renrains an Employee or Director

2.13 Covet-ed Employee shall mean covered employee within tire meaning of Section 62rmr3 of tire Code or any sueceaaor provision

tltereto

2.14 Director strait mean nonemployee member of the Board or nonemployee member of the board of directors ofs Parent or Subsidiary

2.15 Disability shall mean total and pemisirent disability as deined in Section 22e3 of the Code

2.16 Dividend Equivalents shalt have tire
nieaniirg

set forth in Section 12.5

2.17 Etnployee shall mean any employeo of the Company or arty
Paretrt or Subsidiary

2.18 Exchange Act strait mean the Securities Exchange Act of 1934 as amended

2.19 Fair Market Value shalt nroan whIr
respect to any property other than Shares tire market value of sueir property determined by such niecirods

or procedures as shall be established horn time to time by the Committee lhc Fair Market Value ofSlrares as of any date strati be determined as follows

If the Shares are listed on any established stock exeirange or national market system inelttditrg without limitation the National Market

System of NASDAQ tire Fair Market Value of Sirarc will be tire closing sales price for such Shares or rho closing hid fno sales are reported

as quoted on that system or exchange or tire system or exchange with the greatest volume of trading iii Shares on tire last market trading day prior to

tire day of detcnriination or ii any sates price for such Strares or the closing bid if no sates arc repotled as qnorcd on tlrat system or exchange or
the system or exchange with the greatest volume of trading in Shares on the day of detemrination as the Committee tnay select in cacir ease as

reported in the Wall Street Joumsi or any otirer source the Committee eomrsiders reliable

ii lithe Shares are quoted on the NASDAQ System hilt not on the NASDAQ National Market System or are regularly quoted by recognized

aecuritica dealers but
selling prices are not reported the Fair Marker Value of Slrare will be tire mean between tire higir bid and tow asked prices for

the Shares otr tlro last tnarkei trading day prior to the day ofdetertnination or ii the day of determination as tire Committee may select in each

case as reported in tire Wall Sired Jounnal or any other source the Committee eorrsiders rehinbie
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iii If the Shares are not traded as set forth above the Fair Market Value will be determined in good faith by the Committee with reference to

the earnings history book value and prospects of the Company in light of market conditions generally and any other factors the Committee considers

appropriate such determination by the Committee to be final conclusive and binding

2.20 Family Member means any child stepchild grandchild parent stepparent grandparent spouse former spouse sibling niece ncphew

motherinlaw father-inlaw son-inlaw danghletintaw brotherinlaw or sisterinlaw inclttding adoptive relationships any person sharing the

Participants household other than tenant or employee trust in which these persons or the Participant controt the management of assets and any other

entity
in which these persona or the Participant own more than 50 percent of the voting interests

2.21 IncentIve Stock Option means an Option intended to qualify as an incentive stock option within the meaning of Section 422 of the Code and

the regulations promulgated thereunder

2.22 Individual Arrangements means the Nonqualified Stock Option Agreement dated as of January 112003 by and between the Company and

Stephen ii Capp and the Nonqealified Stock Optiott Agreement dated as of April 10 2002 by and between the Company atid Daniel Lee

2.23 Limitations shall have the meaning set forth in Section 3.2

2.24 Option shall mean any right granted to Participant under the Plan allowing such Participant to purchase Shares at such price or prices and

during such period or periods as the Committee shall determine

2.25 Other Stock Unit Award shall have the trteanitsg set forth in Section 8.1

2.26 Patent means parent corporation with respect 10 the Company whether now or later existing as defined in Section 424e of the Code

2.27 Participant shall mean an Etnployee Director or Consultant who is selected by the Committee to rcceive an Award tinder the Plan

2.28 Payee shall have the meaning set forth in Section 13.1

2.29 Performance Award shall mean atsy Award of Performance Shares or Performance Units granted pursuant to Article

2.30 Performance Period shalt mean that period established by the Committee at the titne any Performance Award is grattted or at any time

thereafter during which any performance goals specified by the Committee with
respect to such Award are to be measured

2.31 Performance Share sisall mean any grand pursuant to Article of unit valued by referetice to designated number of Shares which value

nay be paid to the Participatit by delivery of such property as use Committee shall determitie including cash Shares otlser property or any coinbittation

thereof ttpon aeltievement of sttch perfonnance goals duritig
the Performance Period as the Committee sltalt establislt at the time of such grant or thereafter

2.32 Performance Unit sltatl mean ally grant pursuant to Article of unit valued by reference to designated amount of property itscluding

cash other titan Shares wltich value may be paid to the Participant by delivery of such property as the Committee shall determine includitig cash Shares

other property or any combination thereof upon achievement of ssmch performance goals during the Performance Period as the Committee shall establish at

the time ofsuclt grant or thereafter

2.33 PrIor Plaits shall mean collectively the Companys 1993 1996 2001 and 2002 Option Plans as amended
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2.34 Restricted Stock shall mean any Share issued with the restriction that the holder may not sell transfer pledge or assign
such Share and with

such other restrictions as the Committee in its sole discretion may impose including any restriction on the right to vote such Share arid the right to receive

any dividends which restrictions may lapse separately or in combination at such time or times in installments or otherwise as the Committee may deem

appropriate

2.35 Restricted Period shalt have tire meaning set lorttt in Section 7.1

2.36 Restricted Stock Award shall have the nseaning set forth in Section 7.1

2.37 Shares shall mean the shares of common stock of the Company par value $0.10
per

share

2.38 Stock Appreciation Right shall mean the right granted to Participant pursuant to Article

2.39 Subsidiary shalt mean any corporation other than the Company in an unbroken chain of corporations beginning with the Company if at the

time otthe granting of the Award each of the corporations other than the last corporation in the unbroken chain owns stock possessing 50% or more of the

total combined voting power of all classes of stock in one of the other corporations in the chain

2.40 Substitute Awards shalt mean Awards granted or Shares issued by the Company in assumption of or in substitution or exchange for awards

previously granted or the right or obligation to make Iblore awards by company acquired by the Company or any Subsidiary or with which the Company

or any Subsidiary combines

nacnn A.tnr Corporation Delaware corporation

2.ts nsercer .tereetneat shall mean that eartehi Atroarnent and Plan of Merger uum na ni inura is ....
--the Company

with its wholly owneu subsidiar PNK Development anc ond-Aztnr

1.43 tenor .eqnisition shalt moran tire acquisition by the Company of-Aittort-whether wider the eelsttng-Merger Agreement or otherwisei

ARTtCLE Ill

SHARES SUBJECT TO THE PLAN

3.1 Number of S/sores

Subject to adjustment as provided in Section 12.2 total of 3000000 4750000 Slaares shall be authorized for grant ttnder tIre Plaia-plas

up to on aggregate of an additional 1500000 Shares-subject to end effective only upon the consummation of the Aztsr .tequiaition plus any

Shares subject to awards granted under the Prior Plans and Individual Arrangements which sttch awards are forfeited expire or otherwise terminate

witlsout issuance of Shares or are settled for cash or otherwise do not result in the issuance of Shares on or alter the effective date of this Plan Any
Shares that are subject to Awards of Options or Stock Appreciation Rights shall be counted against this limit as one Share for every one Share

granted Any Shares that are subject to Awards other than Options or Stock Appreciation Rights including but not limited to Shares delivered in

satisfaction of lividend Equivalents shall be counted against this limit as 1.4 Shares for every one Share granted

If any Slsares subject to an Award or to an award under the Prior Plans or Individual Arrangements are forfeited expire or otherwise

tenninate without issuance ofsttch Shares or any Award or award under the Prior Plans or Individual Arrangements is settled for cash or otherwise

does not result in the issuance of all or portion of the Shares subject to such Award the Shares shall to the extent of such forfeiture expiration

termination cash settlement or nonissuance again be available for Awards under tire Plan subject to Section 3.1e below

85



In the event that any Option or other Award granted under this Plan or any option or award granted tinder tIle Prior Plans or Individual

Arrangements is cxereised through the tendering of Shares either actually by attestation or by the giving of instructions to broker to remit to the

Company that portion of the sales price required to pay the exercise price or by the withhotding of Shares by the Company or ii withholding tax

liabilities arising from such Options or Awards under this Plan or options or awards under Prior Plan or an Individual Arrangement are satisfied by

the tendering of Shares either actually by attestation or hy the giving of instructions to broker to remit to the Company that portion of tIne sales

price required to pay the exercise price or by the withholding of Shares by the Conlpany then the Shares so teiutermt or withheld sltall not again be

available for Awards under the Plan

Substitute Awards shall not reduce the Shares authorized for issuance under the Plan or authorized for grant to Participant in any calendar

year Additionally in the event that company acquired by the Company or ally Subsidiary or with which the Company or any Subsidiary combines

has shares available under proexisting plan approved by shareholders and not adopted in contemplation of such acquisition or combination the

shares available for grant pursuant to tIne tenos of such preexisling plan as adjusted to the extent appropriate using lie exchange ratio or other

adjustment or valuation ratio or formula used in such acquisition or combination to determine tIne consideration payable to the holders of common

stock of the entities party to such acquisition or combination may be used for Awards under the Plan and shall not reduce tIne Shares authorized for

issuance under the Plan provided that Awards using such available shares shall not be made after the date awards or grants
could have bcctt made

under the terms of the preexisting plan absent the acquisition or combination and shall only be made to individuals who were employees directors

or consultants of such acquired or combined company before sttch acqtiisitioti or combinatiott

Any Shares that again become available for
grant pursuant to this Article shall be added back as one Share if such Shares were subject to

Options or Stock Appreciation Rights granted under tile Plan or options or stock appreciation rights granted under the Prior Plans or Individual

Arrangements and as 14 Shares ifauch Shares were subject to Awards other thant Options or Stock Appreciation Rights granted under the Plan

3.2 Limitations on Ciranrt to Individual Poiticipant Subject to adjustment as provided in Section 122 no Participant may he granted Options or

Stock Appreciation Rights dttring any 12month period with respect to more than 1500000 Shares or ii Restricted Stock Perlonuance Awards amId/or

Other Stock Unit Awards that are denominated in Shares in any 12month period with respect to nero than 750000 Shares the Lhnttattons In addition

to the foregoing the maxinittm dollar value payable to any Participant in any 12month period with respect to Performance Awards and/or OIlier Stock Unit

Awards that are valued with reference to cash or property other than Shares is $2500000 If an Award is cancelled tile cancelled Awant silall continue to

be counted toward the applicable Limitations

33 Chomoere of Shores Any Shares issued hereunder may consist in whole or in part of authorized and unissued shares treasury shares or shares

purchased in the open market or otherwise

ARTICLE IV

ELIGIBILITY AND ADMINISTRATION

Eligibility Any Employee Director or Consultant shall be eligible to be selected as Participant Only Employees may receive awards of

Incentive Stock Options

4.2 Admninis motion

Tile Plain shall be administered by the Committee constituted as follows

The Committee will eontsist of tine Board or cotnniittce designated by the I3oard which Committee will be constituted to satisfy

Applicable Laws Once appointed Committee will serve mt its designatett capacity until otherwise directed by the Board The Board
flay

increase tine size of the Committee and appoint additional members remove members
witln or witllottt cause and substitute

136



new members flit vacancies however caused and remove all members of the Committee and thereafter directly administer the Plan

Notwithstanding time foregoing unless the Board expressly resolves to the contrary while the Company is registered pursuant to Section 12 of

the Exchange Act the Plan wilt be administered only by he Compensation Committee of the Board or such other committee designated by he

Compensation Committee otthe Board consisting ofno fewer than two Directors each of whom is nonemployee director within the

meaning of Rule 6b3 or any successor rule of the Exchange Act 13 an outside director within thc meaning of Section l62m4Ci of

the Code and an independent director for purpose of the rules and regulations of the New York Stock Exchange or other exchange or

quotation system on which the Shares are principslly traded provided however the failure of the Committee to be composed solely of

individuals who are nonemployee directors outside directors and independent directors shall not render iticffeetive or void any awards

or
grants

made by or other actions taken by such Committee

ii The Plan may be administered by different bodies with respect to Directors ofticers who arc not Directors and Etuptoyces and

Consultants who are neither Directors nor officers and Covered Employees

The Committee shall have full discretion power and authority subject to the provisions of the Plan and subject to such orders or resolutions

not inconsistent with the provisions of the Plan as may from time to lime be adopted by the Board to select the Employees Consultants and

Directors to whom Awards may from time to time be granted hereunder ii determine the type or types of Awards not inconsistent with tile

provisions of the Plan to be granted to cacti Participant hereunder iii determine the number of Shares to be covered by each Award granted

hereunder iv determine the terms and conditions not inconsistent with the provisions of tLse Plan of any Award granted hereunder and the form and

content of any Award Agreement determine whether to what axtant and tinder what circumstances Awards may be settled in cash Shares or

other property subject to the provisions of the Plan vi determine whether to what extent and tinder what circumstances any Award shall be

modified amended canceled or atLspended vii interpret
and administer the Plan and any instrument or agreement entered into under or in

connection with the Plan including any Award Agreement viii coned any defect supply any omission or reconcile any inconsistency in the Plan or

any Award in the manner and to she extent that the Committee shall dcciii desirable to
carry

it into effect ix establish such rules end regulations and

appoint such agents as it shall deem appropriate for the proper administration of the Plan detennine whether any Award will hsve Dividend

Equivalents xi determine whether to what extent and under what circumatances cash Shares or other property payable with respect to an Award

shall be deferred either automatically or at the election of the Participant provided that the Committee shalt take no action that would subject the

Participant to peiialty
tax under Section 409A of the Code and xii make any other determination and take any other action thst the Committee

deems necessary or desirable for administration of tile Plati

Decisions of the Committee shall be final conclusive and binding on all persons or entities including the Company any Participant any

stockholder and any Employee or any Affiliate majority ofihe members of the Committee may detennine its actions and lix the time and place of

its meetings

The Committee may delegate to committee of one or more Directors of the Company or to the extent permitted by Applicable Law to

one or more officers or committee of ofticera the authority to graiit Awards to Employees and officers of the Company who are not Directors

Covered Employees or officers as such term is defitied by ttule 6ai of the Exchange Act aiid to cancel or suspend Awards to Employees and

officers of the Company who are nut Directors Covered Employees or officers as such term is defined by Rule 6a 11 of the Exchange Act
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ARTICLE
OPTIONS

5.1 itont of Op.iont Options may be granted hereunder to Participants either alone or in addition to other Awards granted under the Plan Any

Option shall be subject to the terms and conditions otthis Article arid to such additional terms and conditions riot ineonaistent with lie
provisions

of the

Plan as the Committee shall deem desirable

5.2 Award4greeinents All Options granted pursuant to this ArticleS shall be evidenced by written Award Agreement in atieli form and contaiuiing

such terms and conditions as the Committee shall determine which are not inconsistent with the provisiotis
olthe Plan Granting ofan Option pursuant to

the Plan shall impose iso obligation on the recipient to exercise such Option Any individual who is granted an Optioii pursuant to thia ArticleS may hold

more than one Option granted pursuant to lie Plan at the same time

5.3 Opilon Price Other than iii cotntnectnon with Substitute Awards the option price per each Share purchasable under any Option granted pursttant to

this Article shall not be less than 100% of the Fair Market Value of such Share on the date of grant of such Option Other than pnrsuatit to Section 12.2

the Committee shall not be permitted to lower the option price per Share of an Option after it is granted cancel an Option when the option price per

Share exceeds the Fair Market Value of the underlying Shares in exchange for another Award other tItan in connection with Substitote Awards and

take any other actioti with respect to an Option that may be treated as repricing under the roles and regulations of the New York Stock Exchange or

other exchange or quotation system on which thie Shares are principally
traded

5.4 Option Period The term of each Option shall be fixed by lie Committee in ins sole discretion provided that rio Options sttall be exercisable after

lie expiretion of ten years from the date the Option is granted

5.5 Exercise of Options Vested Options granted ttnder the Plan shall be exercised by the Participant or by Permitted Assignee thereof or by lie

Participants executors adnninistrators guardian beneficiary or legal representative or Family Members as titay be provided in an Award Agreement as

to all or part of the Shares covered thereby by the giving of written notice of exercise to the Company or its designated agent speeiling the ntunber of

Sltares to be purchased acconipatiicd by payment of rho full purchase pnicc for the Shares bcittg purchased Unless otherwise provided in an Award

Agreement lull payment ofatich pttrchaae price shall be made at the time of exercise and shall be made in cash or by certified check or batik cttcck or

wire transfer of immediately available futtds
with the eoitscnt of the Committee by tendering previOttsty acquired Shares either actually or by

attestation valued at their then Fair Market Value that have been owned for period of at least six months or such other period to avoid accounting

charges against the Companys eamings with the consent of the Committee by delivery of other consideration including where pennitted by law and

the Cotntnittcc other Awards having Fair Market Vahtte on the exercise date equal to the total purchase price with the consent of the Committee by

withholding Shares otherwise issuable in connection with the exercise of the Option with the consent of tlnc Committee by delivery
of properly

executed exorcise notice together with arty other documentation as the Committee suid Ito Participants broker if applicable require to efiect an exercise of

the Option and delivery to the Compatiy of the sale or other proceeds as permitted by Applicable Law required to pay the exercise price fl throtigh any

other method specified
in an Award Agreement or any combination of any of the foregoing In connection with tender of previously acquired Shares

pursttamit
to clatmae above the Comtiiitteo in its sole discretioti may jiertnit Ito Pttrticipatit to constructively oxcliange Shares already owned by the

Participant in lieu of actually tendering such Shares to the Company provided that adequate doctmmetttation concerning lie ownership oftlic Shares to be

constructively tendered is lktrnislied in form satisfactory to the Committee lhe notice of exercise accompanied by sttcls paynnettt shall be delivered to lie

Company at its principal business office or such other office as the Committee may from tune to time direct and shall be in such form containing sttch

fitrthcr provisions consistent with the provisions of the Plan as the Committee may from time to time prescribe In no event may any Option granted

hereunder be exorcised for fractions of Sltare No adjustment shall be trnade for cash dividends or other rights for which the record date is prior to the date

of such issuance
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5.6 Form of Settlement iii its sole discretion the Committee may provide at the time of grant that the Shares lobe issuetl upon an Options exercise

shall be in the form of Restricted Stock or other similar securities or may reserve the right so to provide after the time of grant

5.7 Incentive Stock Options With respect to the Options that may be granted by the Committee under the Plan the Committee may grant Options

intended to qualii as Incettlive Stock Options to any Employee of the Company or any Parent or Subsidiary sstbject to the requirements of Section 422 of

the Code FIte Award Agreement of sn Option intended to qualify as an incentive Stock Optiott shall designate the Optiott as an Incentive Stock Option

Notwithstanding anything in Section 3.1 to ttse contrary and
solely for the purposes of determining whether Shares are available for the grant of Incentive

Siock Options under the Plan the maximum aggregate number of Shares with
respect

to which lneetttive Stock Options may be granted under tlte Platt shall

be oeeooo Eharea piua us to an aggregate additipnatl500000 Skates aubjeet and effective only upon the eensummotioti-o-else-Aztnr

Aequisttian 4.75OtiO Stiana Notwithstanding the provisions ofScctiott 5.3 in the case of an Inceittive Stock Option granted to an Employee who atthc

time the Incentive Stock Option is gratttcd owns stock
represettting more than ten percent of the voting power of alt classes of capital stock of the Company

or any Parent or Subsidiary tlte per Share exercise price will be no less then 110% of the Fair Market Vahte
per

Share on the date of grant Notwithstanding

the provisions of Section 5.4 in the case ofan litcentive Stock Option granted to an Employee who at the time the incentive Stock Option is granted owns
stock representing more than ten percent of the

volittg
of all classes of

capital
stock of the Company or atty Paretst or Subsidiary the term of the

Incentive Stock Option will be five years from the date ofgmnt or any shorter tent specified in the Award Agreement Notwithstandtng the foregoing if the

Shares subject to ait Employees Incentive Stock Options granted under all platis of the Compatty or any Parent or Subsidiary which become exercisable

for the first time during any calendar year have Fair Market Vattte in excess of $100000 tlte Options accounting for this excess will be tsot be treated as

Incentive Stock Options For purposes of tlse preceding sentence incentive Stock Options will be takeit into account in the order in which they were

granted and the Fair Market Value of the Shares will be determitted as of the time of grant

5.8 Termination of Employment 01 Consulting Relationship Directorship If Participant holds exercisable Options Ott the date his or her

Coittinuous Status its an Employee Director or Consultant terminates other tItan because of termination due to Cause deattt or Disability tlte Psrticipanl

may exercise the Options that were vested astd exercisable as of the date of termination until the end of tlte
original

term or for period of 90 days following

such temiitsation whichever is earlier or such other period as is set forth in the Award Agreement or deterniinect by the Committee If the Participant is not

entitled to exercise his or her entire Optiott at the date of such termination the Shares covered by the snexercisable portion of the Option will revert to the

Plan unless otherwise set forth in the Award Agreement or determined by the Committee Tise Cotnmnittee may detennitte in its sole discretion that such

unexereisable portion of the Option will become exercisable at sttch titnes and on socit ientts as tlte Committee may determine in its sole discretion If the

Participant
does not exercise an Option within the time speci fled above after termination that Option will expire and the Shares covered by it will revert to

the Plan except as otherwise determined by the Committee

5.9
Disability of Proiicipant Ifs

Parlicipattt
holds Optiotts on the date his or her Contittuous Status as an Employee Directot or Consohtant

terminates because of Disability the Participant tnay exercise the Options that were vested or unvested as of the date oftermination utitil the etid of the

original term or for period of 36 months following such termination wltiehever is earlier or such other period as is set forth in the Award Agreement or

desemtined by the Comtnittee If the Participant does not exercise en Optioti withiti the time specified above after termination that Option will expire and

the Shares covered by it will revert to the Plan except as otherwise determined by the Committee

5.10 Dcclii of Participant If Participattt holds Options on the date his or her death the Participants estate or person wlto acquired the right to

exercise the Option by bequest or inheritance or under Section 12.3 may exercise the Options that were vested or unvestcd as of the date of death until the

end of the original tern or for period of 36 motmlha following the date of death whichever is earlier or such other period as is set forth in the Award

Agrcetnent or determined by the Committee if the Participants estate or person who acquited the right
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to exercise the Option by bequest or inheritance or under Section 12.3 does not cxercisc an Option within the time specified above slier termination that

Option will expire and the Shares covered by it will revert to the Plan except as otherwise determined by the Committee

ARTICLE VI

STOCK APPRECIATION RIGHtS

6.1 Grant and Exercise the Committee may provide Stock Appreciation Rights either alone or in addition to other Awards upon such terms and

conditions as the Committee may establish in ita sole discretion

6.2 Ternms and conditions Stock Appreciation Rights shall be subject to such terms and conditions not inconsistent with the provisions of the Plan

aa shall be determined from time to time by the Committee including the following

Upon the exercise of Stock Appreciation Right the holder shall have the
right to receive the excess of the Pair Market Value of one

Share on the date of exercise or such other amount as the Committee shall so determine at any time during specified period before the date of

exercise over ii the grant price of the right on the dale 01 grant which except in the case of Substitute Awards or in connection with an adjustment

provided its Section t2.2 shall not be less than the Pair Market Value ofone Share on such date of
grant

of the right

Upon the exercise of Stock Appreciation Right payment shall be made in whole Shares or cash to the extent permissible without penalty

to the Participant under Section 409A of tIme Code

The provisions of Stock Appreciation Rights need not be the same with
respect

to cads recipient

The Committee may impose such other conditions or restrictions on tIme terms of exercise and the exercise price of any Stock Appreciation

Right as it shall deem appropriate tts connection with the foregoing the Conmntittee shalt consider tIme sppticability and effect of Section 62m of

the Code Notwithstanding the foregoing provisions of this Section 6.2 but
subject to Section t2.2 Stock

Appreciatiots Right shatt not have an

exercise price
tess than Pair Market Value on the date of grant or ii term of

greater
than ten years In addition to the foregoing btmt subject to

Section 12.2 the base amount of any Stock Appreeistion Right shalt not be reduced after the date of grsnt Ihe Committee shalt take no action under

this Article that would subject Participant to penalty tax under Section 409A of the Code

6.3 Termination of Einploynenl or Cansrdliisg lielulianship or Directorship tf Participant holds exercisable Stock Appreciation Rights on the date

his or her Continuous Status as an Employee Director or Consultant terminates other tisan because of termination due to Cause death or Disability the

Participant may exercise the Stock Appreciatioti Rights that were vested and exercisable as of tIme date of terntination untit the end of the original term or for

period ofOO days following such termination whichever is earlier or such other period sa is act forth in the Award Agreement or determined by the

Committee tfttse Participant is not entitted to exercise his or her entire Stock Appreciation Right at tIme date of such termination the Slsares covered by the

unexereixabtc portion of she Stock Appreciation Right witt revert to tlse Plan untess otherwise set forth in the Award Agreement or determined by the

Committee the Committee may determine in its sote discretion ttmat such unexcrcisabte portion of tIme Stock Appreciation Right will become exercisable at

such times and on such terms ss the Committee nay detennine in its sole discretion If the Participant does not exercise Stock Appreciation Right within

the time speci lied above atler tennination that Stock Appreciation Right will expire and the Sttares covered by it wilt revert to ttse Plan except as

otherwise determined by the Comnmittee

6.4 Disability ofPanieipant If Participant holds Stock Appreciation Rights on the date his or her ontimsuous Status as an Etnptoyee Director or

Cotssuttant tertmminstes because of hisabitity the Participant may exercise the Stock Appreciation Rights that were vested or unvested as of the date of

termination untit the end of the originat term or for period of 36 months following such termination whichever is earlier or such other period as is set

forth in the Award Agreement or deternmined by the Committee If the Participant does not
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exercise Stock Appreciation Right within the time
specified

above after termination that Stock Appreciation Right will expire and the Shares covered by

it will revert to lie Plan except as otherwise determitied by lie Committee

6.5 Deal/i of Part ic/pant If Participant holds Stock Appreciation Rights on the dae his or her death lie Participants estate or person who

acquired the right to exercise the Stock Appreciation Rights by bequest or inheritance or under Section 12.3 may exercise lie Stock Appreciation Rights that

were veacd or unvested as of the date of death until lie end of he
original terni or for period of 36 months following the date of death whichever is

earlier or suds other period as is set forth in lie Award Agreemettt or determined by lie Committee If the Participants estate or person who acquired

the right to exerciae the Stock Appreciation Right by bequest or inherhance or uiider Section 12.3 does not exercise the Stock Appreciation Right within the

time
apeciticd

above after termination that Stock Appreciation Right will expire and the Shares eovercd by it will revert to the Plan except as otherwise

determined by lie Committee

ARTlCl.E VII

RESTRICTED STOCK AWARDS

7.1 Grants Awards of Restricted Stock may be issued lieretsnder to Participants
either alone or in addition to other Awards granted utider the Plan

Restricted Stock Award Restricted Stock Award shall be subject to restrictions imposed by tlse Committee covering period of time specified by the

Committee the Restriction Period The provisions of Restricted Stock Awards tieed not be the sante with respect to each recipient The Cotnrnittee has

absolute discretion to determine whether any consideration other than services is to be received by the Company or any Affiliate as condition precedent

to the issttance of Restricted Stock

7.2 AwordAgreernems The terms of any Restricted Stock Award granted under ttte Plait shall be set forth in written Award Agrcetnettt which shall

contain provisiotts
determined by the Committee and not itsconsistetit with the Plan

7.3 Rigltis of Ho/ders afRestricted Slack Except as otherwise provided itt
the Award Agrecrnetst beginning Ott the date of

grant
of lie Restricted

Stock Award and subject to execution of the Award Agreemettl the Participant shall become shareholder of the Company with rcslseet to all Shares

subject to the Award Agreement and shall save all of the rights ofa shareholder including the right to vote suelt Shares and the right to receive distributions

made with respect to such Shares provided however that any Shares or any other property other thatt cash distributed as dividend or otlserwise with

respect to any Restricted Shares as to which the restrictions have not yet lapsed altall be subject to the same restrictions as such Restricted Shares

ARTICLE VIII

OTHER STOCK UNIT AWARDS

8.1 Other Stock Unit Awards Other Awards of Shares acsd other Awards that arc valued in wlsote or in part by referetsee to or are otherwise based on
Shares or other property Other Stock Unit Awards tnay be granted ltcreuoder to Participants either alone or in addition to other Awards grsntcd under

the Plan and such Other Stock Unit Awards shall also he available ass form ofpsytnent in the settlement of other Awards granted under the Plan Other

Stock Unit Awards shall be paid in Shares or cash Subject to the previsions of the Plan the Committee shall have sole sad complete authority to determine

the Employees Consultants and Directors to whossi and the tinie or times at which such Other Stock Unit Awards shall be made the nutnber of Shares to be

granted pursuant to such Awards atsd all other conditions of the Awards The provisions of Other Stock Unit Awards iced not be tIme same with respect to

each rccilsietst

8.2 Thrns end cotditions Shares inelttding securities convertible into Shares subject to Awards granted under this Article may be issiteth for no

consideration or For such minimum consideration as may be reqtmired by Applicable Law Shares iticluding securities convertible into Shares purchased

pursuant to purchase right awarded under this Article shalt be purchased for such consideration as the Committee shall dctenninc in its sole discretion
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ARTICLE IX

PERFORMANCE AWARDS

Tenas of Pesforinance words Performance Awards may be issued hereunder to Participants for no consideration or for such minimum

consideration as may be required by Applicable Law either alone or in addition to otLier Awards granted under the Plan The performance criteria to be

achieved during any Performance Period and the length of the Performance Period shall be determined by the Committee upon die grant of each

Performance Award provided however that Perfonnanee Period shall not be shorter than six months nor longer than five years Except as provided in

Article II or as may be provided in an Award Agreement Perfonuanee Awards will be distributed only after the end of the relevant Performance Period

Performance Awards may be paid in cash Shares other property or any combination thereof in the sole discretion of the Committee at the time of

payment The performance goals to be achieved for each Performance Period shall be conclusively determined by the Committee and may be based upon

the eritena set forth in Section 10.2 The amount of the Award to be distributed shall be conclusively determined by lie Committee Performance Awards

may be paid in lump sum or in installments following the close of time Performance Period

ARI1CLE
CODE SEC1ION 162m PROVtSIONS

10.1 Govei-edEny.m/oyees Notwithstanding any other
provision of die Plan if the Committee determines at the time Restricted Stock Performance

Award or an Other Stock Unit Award is granted to Participant who is or is likely to be as of the end of the tax year in which the Conspany would claim

tax deduction in connection with such Award Covered Etnployee then the Committee may provide Ihat this Article 10 is
applicable to such Award

10.2 Peiformance Criieria If Restricted Stock Performance Award or an Other Stock Unit Award is
subject to this Article 10 then the lapsing of

restrictions thereon and tIme distribution of cash Shares or other property ptLrsuant thereto as applicable shall be subject to the achievement of one or more

objective performance goals established by the Committee which shall be based oti the attainment of specified levels or growth of one or any combination

of the following net sales pretax income before allocation of corporate overhead and bonus earnings per share net incotne division group or corporate

financial goals return on stockholders equity return on assets attainment of strategic and openitional initiatives appreciation in and/or maintenance of the

price of the Shares or any other publiclytraded securities of the Company market share gross profits eamings before taxes earnings before interest and

taxes earnings before interest taxes depreciation and amortization EBITDA economic value--added models eomparisoits with various stock market

indices reductions in costs andlor return on invested capital
of the Company or any Affiliate division or business unit of the Company for or within which

the Participant is primarily employed Such performance goals also may be based solely by reference to the Companys performance or tIme performance of

as Aftiliate division or business unit of the Company or based upon the relative performance of other companies or upon comparisons of any of the

indicators of performance relative to other companies In setting perfonrmance goals the committee may specify objective adjustments to any of tIme

foregoitig measttt-es for items that it determines will not properly reflect the Companys financial performance for these purposes such as time writeoff of

debt issuance coats pre-opening and development costs gain or toss from asset dispositions asset or otiser impairment charges litigation settlement costs

and other nonroutine items that tIme Committee foresees may occur during the Perfonnanee Period The Committee tuay also exclude the impact of so

event or occurrence which the Committee determines should appropriately be excluded including restrueturings discontinued operations and charges

for extraordinary items an event either not directly related to the operations of the Company or not within the reasonable control of the Companys

management or clmatmge in accounting standards required by generally accepted accounting principles Such performance goals shall be set by ttme

Committee within the time period prescribed by and shall othesise comply with tIme requirements of Section 162m of the Code or any successor

provision tlmereto and time regulations thereunder
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10.3 Adjusonents Notwithstanding any provision of tlse Plan other than Article II with respect to any Restricted Stock Performance Award or

Other Stock Unit Award that is subject to this Article 10 the Committee may adjust dowrtward but not upward tile amount payable ptirattatit to such

Award and the Committee may not waive the achievement of the
applicable performance goals except in tite ease of the death or Disability of the

Participant or the occurrence of Citaitge of Control

10.4 Determination of Peiformance Prior to tite vesting payment settlement or lapaittg of any restrictions with respect to any Restricted Stock

Performance Award or Other Stock Unit Award that is subject to this Article 10 the Committee shall certify in writing
that he

applicable performance

goals have been achieved to the extent necessary for such Award to qualify as perfortnance based compensation within the meatting of

Section i62m4C of tile Code

10.5 Ieririctions The Committee shall have the power to impose such other restrictions on Awards sttbject to this Article 10 as it nitty decm

necessary or appropriate to cttsure that sttch Awards satisfy
all requirements for performancebased compensation wititin the

iticaning
of

Section 62m4C of the Code or which arc tsot inconsistent with such requirements

ARTICLE Xl

CHANGE OF CONTROL PROVISIONS

11.1 Impact of Change of Contro/ TIte terms of
ally

Award may provide in tite Award Agreetncnt evidencing the Award or tlse omniittee may
detemdne in its discretion that upon Change of Control of the Company Options and Stock Appreciation Rights otttstattding as of the date of the

Change of Control immediately vest and becotnc fully exercisable restrictions and deferral limitations on Restricted Stock lapse and the Restricted

Stock become free of all restrictions and litnitstions and becotne fully vested all Performance Awards sItsil be considered to be canted and payable

either in full or pro--rata based on tlte portion oflerformanee Period completed as of the date of tlte Change of Control attd
sity

deferral or other

restriclion shall lapse and such Performance Awards shall be immediately settled or distributed tile restrictions and deferral limitations and other

conditions applicable to any Other Stock Unit Awards or any other Awards shall lapse and such Other Stock Unit Awards or such other Awards shall

become free of all restrictions limitations or conditions and become
fully

vested and transferable to the full extent of the original grant and such other

additional benetits changes or adjustments as tlte Coniniittee deems appropriate ansLfair shall apply subject ill each case to any terms and conditions

contsiited in the Award Agrcetnent evidencing soch Award Notwithstanding any other provision of the Plan the Committee in its discretion may
detemiinc that upon die ocetirrence of Change of Control of the Company each

Optiott
and Stock Appreciation Right shall remain exercisable for

only limited period of time detertnined by the Committee provided that they remain exercisable for at least 30 days after notice of such action is given to

the Participants or eacit Option and Stock Appreciation Rigltt outstanding shall terminate withitt specified number of days after notice to tIle

Participant and such Participatit shall receive with
respect

to each Share subject
to such Option or Stock Appreciation Right an ainottnt equal to the excess

of the Fair Market Value of such Share immediately prior
to the occurrence of such Change of Control over the exercise price per

share ofsuch Option

and/or Stock Apprcciatiott Right such amount to be payable in cash in one or more kinds of stock or property including the stock or property if any

payable in the transaction or in combination thereof as the Committee in its discretion shall determine Notwithstanding the foregoing and the

provisiotts
of Section 11.2 the Committee will take no action that would subject any Participant to penalty tax under Section 409A of the Code

11.2 Asstnription Upon Change ofControl Notwithstanding the foregoing the terms of any Award Agreement may also provide tltat if in the event

of Chatige of Control the successor eotnpany asstttnes or substitutes for an Option Stock Appreciation Share of Restricted Stock or Other Stock

Unit Award theit eaclt outstanding Option Stock Appreciation Right Sltare of Restricted Stock or Other Stock Unit Award shall not be accelerated as

described itt Sections Ills and For the purposes oftitis Section 11.2 an Option Stock Appreciation Right Share of Restricted Stock or Other

Stock Unit Award shall be considered assttmed or substituted for if following the Chsngo of Control tlte award confers the right to purchase or receive for

each
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Share subject to the Option Stock Apprecialion Right Restricted Stock Award or Other Stock Unit Award immediately prior to the Change of Coittrol the

consideration whether stock cash or ocher securities or property received in she transaction constituting Change of Control by holders of Shares for each

Share held on the effective date of such transaction and if holders were offered choice of consideration the type of consideration chosen by the holders of

majority of the oucstandiutg shares provided however that if auch consideration received in the sransactiott constitttting Change of Control is not solely

common stock of the successor company iho Committee nay with the consent of the successor company provide that the consideration to be received

upoit
cite exercise or vesting of an Option Stock Appreciation Right Restricted Stock Award or Oilier Stock Uttit Award for each Share subject thereto

will be solely common stock of the sttcccssor company substantially eqtial in fair market value to the
per

share cottaiderasion received by holders of Shares

in cIte transaction constituting Change of Cottsrol The determittation of such substantial equality of value of consideration shall be made by the Committee

in its sole discretion and its determination shall be conclusive and binding Any assumption or substitution ofan Inceittive Stock Option will be made in

manner chat will not be considered modification under the provisions of Section 424h3 of the Code Notwithstanding the foregoing on sttclt terms

and conditions as may be set fords in au Award Agreement itt the event of terntitsation of Participants employment it atich attecessor company within

specified
time period following such Change of Control each Award held by suclt Participant at the time of the Change of Control shall be accelerated as

described itt Sections 11.1a sttd above

ARTICLE XII

GENERALLY APPLICABLE PROVISIONS

12.1 Amendment and Modification oft/me Firma Tite Board may frosti time to time alter amend auapend or tertitittate the Plan as it
shall deettt

advisable subject to atty requirement for stockholder approval imposed by Applicable Law providetl
that the Board may not amend the Plan itt aity manner

that would result itt itotteotupliance with Rule flb3 of the Exchange Act and fssrtlter provided that the l3oard may not withottt the approval of cite

Companys atoekitolders amend cite Plait to increase the number of Shares that tnay be sIte subject
of Awards under the Plan except for adjustmettts

pursuant to Section 12.2 expaitd the types of awards available under tlte Plan materially expand the class of persona eligible to participate in the

Plan amend any provision of Section 5.3 increase the maximum pennissible tenn of any Option specified by Section 5.4 orl amend any provision

of Section 3.2 In addition no amendments to or tenitinasion of the Plan other titan by reason of the failure of stockholders to approve the Plan in ttte

manlier set forth in Sectioit 13.12 shall itt any way impair the rights
of

Participant tinder any Award previously granted witltout such Participants

consent

12.2 Adjustnrents In the event of aity merger reorganizatiott consolidation recapitalization dividend or distribution whether in cash shares or other

property stock split reverse stock split spinoff or similar transaction or othter citatige
itt corporate structure affecting the Shares or the value thereof such

adjststnients aitd other substitutions shall be made to the Plan and to Awards as the Committee in its sole diaeretiott dccnts equitable or appropriate

including aucit adjustments itt Cite aggregate number class and kind of seestrities that may be delivered tinder the Plait and itt tite aggregate or to any orte

Participant in the ttumber class kind and option or exercise price of securities subject to oucataading Awards granted under CIte Plan including if the

Coinntitiee deems appropriate the substitsttion of similar options to purchase the sltarea of or other awards denominated in the shares of anotlter company

as the Committee may determine to be appropriate in its sole discretion provided however that site number of Sltares subject to any Award shall always be

whole number Where an adjustment under tltis Section 12.2 is made to an Itteentive Stock Option the adjustment wtlI be made in manner which will

not be considered modification under the provisions of subsection 424h3 of the Code

12.3 Tran.sfe.rabiiity ofAsvrndr Except as provided below attd except as otlteiae authorized by the Comntittee iii ait Award Agreement no Award

amid Ito Sitares subject to Awards that have ttot been issued or as to which
atty applicable restriction performance or deferral period has not lapsed may be

sold assigned transferred pledged or otherwise encumbered other tltait by will or the laws ofdcseent and distribution and such
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Award may be exercised luring the life of the Participant only by the Participant or the Participants guardian or legal representative Notwithstanding the

foregoing to the extent that the Committee so authorizes in the Award Agreement or otherwiae an Award other than an Incentive Stock Option may be

assigned in whole or in part during the ParticipanVs lifetime to one or more Family Menibera of the Participant Rights under the assigned portion may be

exercised by the Family Members who acquire proprietary interest in such Award pursuant to the aasignnient The tcnns applicable to the assigned

portion shall be the same as those in effect for the Award immediately before such assignment and shall be set forth in suds documents issued to the

assignee as the Committee deems aptropriate

Dasignatian of Beseflciniy Participant may file written designation of beneficiary who is to receive any Awards that remain

unexcreised in the event of the Participants death ra
Participant

is married and the designated beneficiary is not the spouse apousat consent will be

required for the designation to be effective flit Participant may change such designation of beneficiary at any time by written notice to the

Committee subject to the above spousal consent requirement

EflŁc ofAo Designotion Ifs
Participant dies and there is no beneficiary validly designated and living at the time of the Participants death

the Company will deliver such Participants Awards to the executor or administrator of his or tier estate or ifno such executor or administrator has

been appointed to the knowledge of the Compsny the Company in its discretion nisy deliver such Awards to the spouse or to any one or inure

dependents or relatives of the Participant or if no spouse dependent or relative is known to the Compatmy then to such other person as the Company

may designate

Death of Spouse or Dissolution of Marriage If Participant designates his or her spouse as beneficiary that designation will be deemed

automatically revoked if the Participants marriage is later dissolved Similarly any designation of beneficiary will be deemed automatically

revoked upon the death of the beneficiary iftime beneficiary predeceases tIme
Participant

Without limiting the generality of the preceding sentence the

interest in Awards of spouse of Participsnt who has predeccased the Participant or whose marriage has been dissolved will automatically pass to

the Participant and wilt not be transferable by such spouse in any manner including but not titnited to such spouses wilt nor wilt any such interest

pass under tIme laws of intestate sueeeasion

124 Terminal ion of Employatent The Committee shall cteterniine and set forth iii each Award
Agreenmetmt

whether any Awards granted in sttelm Award

Agreement will continue to be exercisable atid the tenmis of suet exercise oti and after tIme date that Participant ceases to be etnployed by orb provide

services to the Company or any Affiliate including as Director whether by reason of death disability voluntary or involuntary tcmmination of

ensptoyment or services or otherwise The date of terminatiomm of Participatmta employment 01 services wilt be deterimmitmed by the Committee wtncit

determination will be linal

12.5 Dividend Equivalents Subject to ttme provisiotma of Itme Plan and any Award Agreement the recipient of an Award including atmy deferred

Award nay if so detennined by the Committee be entitled to receive currently or on deferred basis cash stock or other property dividends or cash

payments in amounts eqtmivatent to stock or other property dividends ott Shares Divtdetsd Eqmmtvatents with
respect

to the number of Shares covered by

the Award as determined by the Committee in its sole discretion and the Committee may provide that such amounts ifany shah be deemed to have been

reinvested in additional Shares or otherwise reinvested

ARTICLE XIII

MISCELLANEOUS

3.t Ths With/molding The Company shall have the right to make alt payments or distributions pursuant to the Plan ton Psrticipant or to ttme

Participants executors administrators guardiamm beneficiary or legat represetmtative ut Family Metmibers atmy such person Payee net of any

applicable Federal State and local taxes required so be paid or withheld as result ofa the grant of any Award the exercise ofan Optmomm orStoek

Appreciation Rights the delivery of Shares or cash tIme tapse of tumy restrictiomms in conmecmion with
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any Award or any other event occurring pursuant to the Plan lhe Compaity or arty
Affiliate shall have the right to withhold from wages or other

amounts otherwise payable to such Payee such withholding axes as may be required by law or to otherwise require the Payee to pay such withholding

taxes If the Payee altall fail to make such tax payments as are required the Company or its Affiliates shall to the extent permitted by law have the right to

deduct any such taxes from any payment of any kind otherwise due to such Payee or to take such other action as may be necessary to satisfy such

withholding obligations The Committee shall be authorizcd to establish procedures for election by Participants to satisfy such obligation for the payment of

streh taxes by tendering previously acquired Shares either actually or by attestation valued at their then Fair Market Value that have been owned for

period of at least six months or such other period to avoid accounting charges against the Companys earnings or by directing the Company to retain

Shares 01 to the employees mininrrum required tax withholding rate otherwise deliverable in connection with the Award If Shares acquired upon exercise

of any Incentive Stock Option are disposed of in disposition that under Section 422 of the Code diaqualifios the holder fmm the
application

of

Section 421a of tire Code the holder of the Shsrcs immediately before the disposition will comply with any requirements imposed by the Company in

order to enable the Compsny to secure tIre related income tax deduction to which it is entitled in such event

13.2 Rig/ri of Lisclnorge Reserved C.iains to Awods Nothing in the Plan tror the grant
of an Award hereunder shall coirfer upon any Employee

Consultant or Director tire right to continue in the employment or setviee of the Company or any Affiliate or affect airy right that the Company or any

Affiliste may Irave to terminate the employment or service ofor to demote or to exclude from future Awards under the Plan airy
such Employee

Cousultaul or Director at
airy

time for any reason The Company slrati not be liable for the loss of existing or potential profit from an Award granted in the

event of termination of an employment or other relationship No Employee or Participant
shall have any claim to be granted any Award under the Plan and

there is no obligation
for uniformity of treatment of Employees or Participants under the Plan

13.3 Prospeetire Reel pienl The prospective recipieirt of airy
Award urrder tIre Plan shall not with respect to strelr Award be deemed to have become

Participant or to have any rights with respect to suclr Award until atrd ttnlcaa such recipient shall have executed atr agreement or otirer instrument

evidencing the Award and delivered copy thereof to the Company and otherwise complied with the then applicable terms and coirditiorra

13.4 once/brian ofAward Notwithstanding atrythiirg to tIre contrary contained herein all outstanding Awards granted to any Partieipairt rosy be

canceled in the discretion of tlre Committee if the Participants Continuous Status as an Employee lirector or Consultant is ternrinsted for Cause or if

alter tire ternrination of tire Participants Continuous Status as an Employee Director or Consultant tire Committee determines ttrat Cause existed before

suclr tennirration

13.5 Stop Tranfer Orders All certificates for Shares delivered under the Plan pursuant to any Award shall be subject to such atoptransfer orders and

other restrictions as the Committee may deem advisable tinder the provisions of tins Plan the rules regulations
aird other requirements of tire Securities and

Exciramrge Corrimission any stock exchamrgc upoir
which tIre Shares arc their listed and

airy applicable federal or state securities law and the Committee

may cause legend or legends to be put on any suclr ccOi Ircatea to make appropriate reference to such restrictions

13.6 Nature of Payments All Awards made pursuant to the Plan are in consideration of services performed or to be performed for tire Company or

any Affiliate division or busirress unit of the Company Any income or gaitr realized ptrrsusnt to Awards under the Plan and any Stock Appreciation Rights

constitute special itrcentivo paymeirt to tire Participant aird shall not be taker irrto account to the exteirt permissible under Applicable Law as

compensation for purposes of any of tire empioyee benefit pians of tire Compatry or any Affiliate except as may be dctennined by tire Committee or by the

Board or board of directors of tire applicable Affiliate

13.7 01/rem Plans Nothirrg cotrtaincd in tlse Plamr shrail prevent tire t3oard fronr adoptimrg otlrer or additional compensation arrangements subject to

stockholder approval if such approval is required and such atmtrgenneirts may be either generally applicable or applicable only in specific cases
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13.8 Severability Ifatsy provision of the Plan shall be held unlawful or otherwise invalid or unenforceable in whole or in part by court of competent

jurisdiction such provision shall be deemed limited to the extent that such court of competent jurisdiction deems it lawful valid and/or enforceable and

as so limited shall remain in full force and effect and not affect any other provision of the Plan or part thereof each of which shall remain in fttll force

and effect If the making of any paymentor the provision of any other benefit required under the Plan shall be held unlawful or otherwise invalid or

unenforceable by court ofeompetentjurisdietion sttch unlawfulness invatidily or unenforceability shall not prevent any other payment or benefit from

being made or provided tinder the Plan and if the making of any payment in full or the provision of any other bençfil required under the Plan in full would

be unlawful or otherwise invalid or unenforceable then stieh unlawfulness invalidity or unenforceability shall not prevent such payment or benefit from

being made or provided in pail to the extetit that it would not be unlawful itivalid or unenforceable and the maximum payment or benefit that would not be

unlawful invalid or unenforceable shall be made or provided under the Plan

13.9 Gonsmietlor All references in lie Plan to Sectirnt Sections or Article arc intended to refer to the Section Sections or Article as the

case nsay be of the Plan As used in lie Plait the words include and luchmdlng and variations thereof shall not be deemed to be terms of limitatioit

but rather shall be deemed to be followed by the words without limitatIon

13.10 UnfuitdedStolus of the P/on The Plan is intended to constitttte an unfunded plan for incentive and deferred competisatiomi With
respect

to

atty payments not yet made to Participant by the Company nothing contained herein shalt give any such Participatit army tights that are greater than those

of general creditor of lie Company In its sole discretion the Committee may authorize the creation of trusts or other arrangements to meet the obligatiotis

created under the Plsn to deliver the Shares or payments in lieu of or with
respect to Awards hereunder provided however that the existence of such trusts.

or other arrangements is eotisisteot with the ttnfunded atattts of tlte Plan

13.11 Governing Lam lhe Plati and all determinations tnade and actions tsketi theretttidcr to the extctil sot otherwise govertied by the Code or the

laws of the United States shall be governed by the laws of tite State of telaware and construed accordingly

13.12 MŁelive Dole ofP/on iesnsination of Plan The Plati shall be effective on the date of its adoption by tIme Board subject to tIme approval of the

Plan within 12 mnontlts thereafter by affinnstive votes representing majority of the votes cast utsder Applicable Laws at duly constituted nseeting
of the

stockholders of the Company After the adoption of this Plan by the hoard Awards may be made but all such Awards shall be subject to stockholder

approval of this Plan in accordance with the first sentence of this Section 13.12 and no Options or Stock Appreciation Rights may be exercised pdor to such

stockholder approval of the Plait If the stockholders do not approve this Plan in tIme manner set forth in the first sentettee of this Section 13.12 this Plan and

all Awards granted hereunder shall be null and void and of no effect Awards may be gratstcd under the Plan at any titsie and from time to time on or prior

to the tenth anniversary of tlte effective date of the Plan itnless time Board sooner suspends or terminates the Plan under Section 12.1 on svhich date the

Plan will expire except as to Awards then outstanding under the Plan Notwithstanding the foregoing unless affirmative votes representing majority of the

votes cast under Applicable Laws approve the continuation of Article tO at tIme first duly constituted meeting of tIme stockholders of tim Cotsspatsy that occurs

in the fifth year following the later of ii the effective date of this Plan or iii the then most recent reaunroval of the confinuatton of Article 10 of the

Plan no Awards other than Options or Stock Appreciation Rigltts shall be tnsde to Covered Employees followiitg time date ofstteh meeting Except as set

forth in the third sentence of this Section 13.12 outstanding Awards shall remain in effect until they have been exercised or terminated or have expired

13.13 Foreign Entployeez Awards may be granted to Participants who are foreign
nationals or employed outside the United States or both on such

terms and conditions different from those applicable to Awards to Ettsployees employed in the United States as tnay in the judgment of the Committee be

necessary or desirable in order to recognize differctsccs in local law or tax policy The Committee also may impose conditions on the exercise or vesting of

Awards in order to minimize the Companys obligation with respect to tax eqnshization for Employees on assignments outside their honme counimy
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13.14 Effect on Prior Plans On the approval of this Plait by the stockholders of Ihe Company in the manner set forth in Section 13.12 the Prior Plans

shall be cancelled and no further
grants or awards shall be made under the Prior Plans Grants and awards made tinder the Prior Plans before the date of such

cancellation however shall continue in effect in accordance wilh their lewis Grants and awards made under the Individual Anangenients shall likewise

continue in effect in accordance with their terms

13.15 Oilier Company Cornpensoiion Plans Shares available for Awards wider the Plan may be used by the Company as form of payment of

compensation under other Company compensation plans whether or not existing on the date hereof To the extent any Shares are used as such by the

Company such Shares will reduce the then ntiniber of Shares available under Article of the Plait for Iuiture Awards

13.16 Captions The captions in the Plait are for convenience of reference only and arc not intended to nanow limit or affect the substance or

inierpretalion of the provisions cotitained herein
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Appendix

Amended and Restated Directors Deferred Compensation Plan

Amendment To Be Voted On Is Indicated by Underline for Additions and Strikethrougk Text

for Deletions

AMENDED AND RESTATED
BOLLVWOOI PARK PINNACLE ENTERTAINMENt INC

DIRECYIORS DEFERRED COMPENSATION PLAN

l4etIyeSPatkFinnaclttyjtertainment mc Delaware corporation the Corporation hereby amends and restates in its entirety the

Ilollywood Park-Realty Enterprises Itic Directors Deferred Compensation Plan heretofore maintained by the Corporation effective as of the time act forth

in Section below as follows

EIigibiliiy Each member of the Board of Directors of the Corporation is
eligible to participate

in the Plan

Poriicipouon

lbrie ojEledllon Six inontha prior to the beginning ofa calendar year eonlmenciag with calendar year 1993 each eligible Director may elect

to participate in the Plan by directing that all or any part
of the compensation including fees payable for services as chairman or member ofa

committee of the Board which otherwise would have been payable ettrrently for services rendered ass Director Compensation during such

calendar year and succeeding calendar years shall be credited to deferred compensation account the Directors Aceotint Any person who shall

become Director dtiring any calettdar year and who was not Director of the Corporation prior to the beginning of stich calendar year may elect

within 30 daya after the Directors term begins to defer payment of all or atty part of the Directors Compensation earned during tite remainder of

auch calendar year and for succeeding calendar years provided however that such election shall only be implemented aix months after the date such

election is tiled with the Corporation pursuant to Section 2b Notwitlistaitding the foregoing with
respect to calendar year 1992 each eligible

Director may elect within two weeks after the effective date of this Plan as described its Paragraph below to defer the Directors Compensation

beginning six months after such election

Form and Dnration ofEledllon An election to participate in the Plan shall be made by written notice signed by the Director and Filed with

the Secretary of the Corporation Smith election shall specify the amount of the Directors Compensation to be deferred and specify an allocation of

the deferred Compensation between cast and Shares as herein provided For pmtrposes of this Plan Shares shall mean shares of the common stock

of tlse Corporation Such election shall continue utstil the Director terminates such election by signed written notice fmted with the Secretary of the

Corporation Any such termination shalt become effective six months slier notice is given and only with respect to Compensation payable thereafter

Amounts credited to the Directors Account prior to the effective date of termination shall not be affected by such termination and shall be distributed

only in accordance with the temss of time Plan

Renewal Director who has terminated his election to participate may thereafter File another election to participate for time calendar year

subsequent to the tiling of such election and succeeding calendar years subject to Section 2s hereof

The l3irecor Acconoi All compensation which lireetor has elected to defer under the Plan shall be credited at the Directors election to the

Directors Account as ibllows

As of the date the Directors Cotopensation would otherwise be payable the lirectora Accoutit will be credited with an amount oiessh

equal to the amount of such Compensation which the lirector elected to defer and to be allocated to cash

As of the date the Directors Compensatioti would otherwise be payable there sItalt be credited to the Directors Account the number of full

and fractional Shares obtained by dividiisg the amount of such Compensation which the Director elected to defer and to be allocated to Shares by the

average of the closing price
of Share on the

principal
stock exchange 01 which such Shares are then listed or if they are not then listed on stock

exchange the average of the closing price ofa Share on the NASDAQ National Market System on the last ten business days of the calendar
quarter

or month aa the citse may be for which ssieh Compensation is payable
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At he end of each calendar quarter here shall be credited to the Directors Account the number of ftill and/or fractional Shares obtained by

dividing lie dividends which would have been paid on the Shares credited to the Directors Account as of the dividend record date tf any occurring

during such calendar quarter if such shares had been shares of issued and outstanding Shares on such dale by the closing price
of Share on cIte

principal stock exchange on which such Shares are then listed or if Shares are not lien listed on stock exchange the closing price of Share on the

NASDAQ National Market System on the date such dividends is paid In the ease of stock dividends there shall be credited to he Directors

Account the number of full and/or fractional shares of Shares which would have been issued with respect to the Shares credited to the Directors

Account as- of the dividend record date if such Shares had been shares of issued and outstanding Shares on such date

No fractional share interests credited to Directors Account shall be distributed pursuant to Section hereof Instead any fractional Shares

remaining at the time the tinal distribution is made pursuant to paragraph herein shall be converted into cash credit by multiplying the number of

fractional shares by the average of the closing price ofs Share on the principal stock exchange on which Shares are then listed or if they are not then

listed on any stock exchange the average of the closing price ofa Share on the NASDAQ National Market System on the last ten business days prior

to the date of the final distribution from the Directors Account

Cash amounts credited to the Directors Account pursuant to subparagraph above shall accrLie interest commencing from the date the cash

amounts are crediled to the Directors Account at ntte per annum to be determined from time to time by the l3oard of Directors the Board
Amounts credited to the lirectors Account shall continue to accrue interest until distributed in accordance with the Plan

The Director shall not have any interest in the cash or Shares credited to the Directors Account until distribtited in accordance with the Plan

Distribution from Aecouiitt

Port ofE/eclion At the time Director makes participation electioti pursuant to paragraphs 2a or 2c the Director shall also file with

the Secretary of the Corporation signed written election with respect to the method of distribution of the aggregate amount of cash and Shares

credited to the Directors Account pursuant to such participation election Director may elect to receive such atnotint in one lumpsum payment or

in number of approximalely equal atintial installments provided the payout period does not exceed IS years The lumpsum payment 01 lie first

installment shall be paid as of the first business day of the calendar quarter immediately following the cessation of the Directors service as Director

of the Corporatioti Subsequent ittatalltnents shall be paid as of the tirst business day of each succeeding calendar quarter until the entire amount

credited to the lirectors Account shall have been paid cash payment vilt be made with the Utiat distribution for any fraction ofa Share in

accordance with paragraph 3d hereof

b- Adjustment of Method of Distribution Director participating in the Plan may prior to the beginning of any calendar year file another

written notice with the Secretary of the Corporation electing to change the method ofdistribution of the aggregate amount of cash and Shares credited

to the Directors Account for services rendered as Director commencing with such calendar year Amounts credited to the Directors Account
prior

to the effective date of such change shall not be affected by such change and shall be distributed only in accordance with the election in effect at the

time such amounts were credited to the Directors Account

Distribution on Deal/i If Director should die before all amounts credited to the Directors Account shall have been paid in accordance wtth the

election referred to in paragraph the balance in such Account as of the date of the Directors death shall be paid promptly following the Directors death

to the beneficiary designated in writing by the Director Such balance shall be paid to the estate of the Director if no such designation has been made or

the designated berrcflciaty shall have prcdeceaaed the Director and no further designation has been made

/fffecmiie Dote This Plan originally became effective on its approval by the shareholders of this Corporation in September 1991 fhis Amended

atid Restated Plati shall become effective when approved by the affirmative vote of Use holders of majority of the voting shares of the Corporation present

or represented and voting at tneeting duly held in accordatmce with the Delaware General Corporation Law
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Shares Issuable The maximum nsnnbei- of Shares which may be issued pursuant to this Plan is 275000.-325.000

IAinilcUion on Distributions Notwithstanding anything to the contrary in this Plan the maximum number ofSliares which can be issued pursuant to

this Plan iii any fiscal year is one percent u/0 ofthe outstanding number of Shares at Use beginning of such fiscal year except to tlse extent that
greater

distribution is authorized by the Board as defined below If distributions would exceed this amount distributions to each Director shalt be reduced on pro

rats basis Shares not distributed in any fiscal year because of this Section shall be distributed as soon as possible in the next fiscal year within the limits

of this Section

Miscellaneous

The
right

ofa Director to receive any amount in the Directors Account shall not be transfemble or assiguabte by the Director except by

beneficiary designation ttnder Section by will or by the laws of descent snd distribution or pursuant to qualified domestic relations order as

defined by the Intental Revenue Code of 1986 as amended or lisle of the Employee Retirement Income Security Act or the rules thereunder and

no part of such amount shall be subject to attachment or other legal process

lhe Corporation shall not be required to reserve or otherwise set aside fttnds or Shares for the payment of its obligations hereunder The

Corporation shall inalce available as and when required sufficient number of Shares to meet the needs of the Plan either by the issuance of new

shares of the common stock of the Corporation or the purchase of Shares on the open market or through private purchases as the Corporation may

detenninc

The establishment and maintenance of or allocation and credits to the Directors Account shall not vest in the Director or his beneficiary any

right title or interest in and to any specific assets of the Corporation Director shall not have any dividend or voting rights or any other rights ofa

stockholder except as expressly set forth in paragraph wills respect to dividends and as provided in subparagraph below until the Shares

credited to Directors Account are distributed The rights of lirector to receive payments undet this Plan shall be no greater than the right ofan

unsecured general creditor of this Corporation

Ihe Plan shall be administered by the Board The hoard shall have the full discretion and power to interpret provisions ofthe Plan to

prescribe amend and rescind rules and
regulations relating to the Plan to compute amounts to he credited to and distdbuted front Directors

Accounts and to make all other determinations it deems necessary or advisable to administer the Plan with alt such detenninations being final and

binding provided however that the Board will not have the power to take any action relating to eligibility for participation in the Plan or the number

of Shares to be issued to each participating lirector

The Board may at any time tenninate the Plan or amend the Plan in any manner it deems advisable and in the best interesta of the

Corporation provided however that no amendment or terminatioti shall impair the rights of Director with respect to amounts then credited to the

Directors Account and ii no amendinetit shall accelerate any payments or distributions under the Plan except with regard to bonoJlde financial

hardships

Each lircctor participating lit the Plan will receive an annual statement indicating
the amount of cash and nuniber of Shares credited to the

Directors Account as of the end of the preceding calendar year

lfsdjustments are made to outataiiding shares of Shares orifoutstanding shares of Shares are converted into or exchanged for other

securities or property ass result of stock dividetids stock splits reverse atock sphita recapitahizations reelasaifications mergers splittips

reorganizations consohidatiotis and the like an appropdate adjustment as determined in good faith by the Board will also be made in the number

and kind of shares or property credited to the Directors Account so tlsat when distributions are made pursuant to this Plait the Director will receive

the number and kind of securities or property to which holder of Shares would have been entitled upon such event In addition ifoutstanding Shares

are converted into or exchanged for another security all references to Shares in this Plan shall be deemed to be references to such other security
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PINNACLE ENTERTAINMENT INC

THIS PROXY IS SOLICITED ON SEHALE OF THE BOARD OF DIRECTORS

ANNUAL MEETING OF STOCKHOLDERS

May 20 2008
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